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THE ECONOMIC JOURNAL 


SEPTEMBER 1950 
ECONOMIC PROGRESS, RETROSPECT AND PROSPECT ! 


THE economists of to-day are no less ready than their pre- 
decessors to proffer advice on the ordering of affairs. Indeed, if 
there are any among our administrators who think that this advice 
is important, they must be embarrassed at its profusion, and they 
may well feel every sympathy with the plight of the Confucian 
disciple of whom it was said : ‘“‘ When Tzu-lu heard any precept 
and was still trying unsuccessfully to put it into practice, his one 
fear was that he might hear some fresh precept.” I shall not add 
to their embarrassment, for although what I have to say has some 
relation to economic policy, the precepts that I have to expound 
are mellow with great age. 

The presumption that, once a country has transformed itself 
into a modern industrial society, its continued material progress 
is assured (in the absence of a political cataclysm) seems to have 
long survived the loss of belief in progress in general, and until 
recently it appeared to be undisturbed by all the disorders of our 
time. We might not be prepared to go quite so far as Mill who 
declared in 1848 : 

““ Whatever may be the other changes which the economy 
of society is destined to undergo, there is one actually in 
progress concerning which there can be no dispute . . . theré 
is at least one progressive moment which continues with 
little interruption from year to year and from generation to 
generation; a progress in wealth; an advance in what is 
called material prosperity.” ? 

But it was at any rate possible for a distinguished authority 
in 1944, when a bleak view of our future might well have been 
held, to suggest, on the basis of certain assumptions which he 
presumably thought to be reasonable, that it would be possible 
for the British people in 1948 to consume 19% more goods and 
services than in 1938, to invest 25°, more and to produce enough 
exports to pay for all the necessary imports. In the event, 


1 Presidential address delivered to Section F of the British Association for the 
Advancement of Science on September 1, 1950, at Birmingham. 

2 J. 8S. Mill, Principles of Political Economy (Ed. Ashley), p. 696. 

3 Lord Beveridge, Full Employment in a Free Society, Appendix C. See also 
Lord Beveridge’s Pamphlet summarising the content of his book, p. 46. 
No. 239.—voL Lx. HH 
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things did not turn out quite so well; but the experience of this 
country in the decades before the war did not suggest that such 
a forecast was unduly optimistic. Economic statisticians have 
estimated that between 1880 and 1913 the real income of this 
country more than doubled and that average real wages rose by 
about two-fifths. Further, they tell us that, although this pro- 
gress was interrupted by the First World War, by 1924 real 
income had almost recovered to its pre-war level, while real 
wages were about 12% higher. We look back on the inter-war 
period as one of economic distress. Yet the estimates are that 
between 1924 and 1938 aggregate real income rose by about a 
quarter, and average real wages by over a fifth.! All this con- 
firms the common observation that we were a good deal better 
off on the eve of the Second World War than we had been before 
the First. To this progress many factors had contributed, in- 
cluding, of course, our more favourable terms of trade. But the 
main cause was the rise in industrial production, which was 
estimated at 84° between 1907 and 1937. This was equivalent 
to an increase in output per wage-earner of 47% and, since the 
length of the normal working week had been reduced during the 
period, to an increase in output per man-hour of 65%.2 Most of 
this advance was achieved afte’ 1924—in the years of industrial 
stagnation, so-called. As was suggested of another period that 
has a bad name in economic history, that from 1815 to 1850, the 
events which most impress themselves upon the attention of con- 
temporaries are not always the most representative of the period.® 
Economic progress (in the sense of a rise in production and real 
income per head) may sometimes make less impression on opinion 
than the instability which attends the advance. It was, of course, 
the persistence of heavy unemployment that had given the inter- 
war years a bad name. Since, however, substantial progress had 
been made in spite of that unemployment, and since it was 
thought that we had discovered how to avoid it in the future, 
there appeared to be justification for the confident extrapolations 
of 1944. 

Yet many of the wise men of the past had, in the relatively 
favourable conditions of their own time, inclined to the view that 
material progress, like happiness, never continues long in one 
stay. The shadow of Malthus hovered over the economy of the 

1 These estimates were brought together in Professor Pigou’s Wage Statistics 
and Wage Policy. 

2 Cf. L. Rostas, Comparative Productivity in British and American Industry, 


p. 49. 
3 W. W. Rostow, British Economy of the Nineteenth Century, p. 19. 
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early nineteenth century, and in the Victorian heyday Jevons 
had created some despondency by pointing to the probable effects 
of the disappearance of one of the main natural advantages upon 
which British industrial progress had depended. With the ex- 
haustion of easily accessible coal “‘ the cost of fuel must rise,” he 
said, “‘ perhaps within a life-time, to a rate injurious to our manu- 
facturing and commercial supremacy, . . . and the check to our 
progress must become perceptible within a century.” 1 Nearly 
fifty years later Marshall, after referring to the rise in real wages 
during his life-time ‘‘ at a rate which [had] no parallel in the past 
and [might] probably have none in the future,’ expressed fears 
for what the coming years had in store for us—fears based largely 
on the probable worsening of our terms of trade with primary- 
producing countries. This was, he said in 1907, an “age of 
economic grace’ which “may run out before the end of the 
century.” 2 

Some of these misgivings have been justified, although not 
always in the way that their authors expected. It is true that 
the Malthusian devil appears finally to have left our shores for the 
more congenial demographic climate of Eastern Asia. But we 
no longer enjoy superiority in natural resources; the age of dear 
British coal has come, and we have fewer advantages than many 
other countries in access to supplies of alternative sources of 
power. As for the terms of trade, after two decades in which 
cheap imports had placed a cushion under our elbows, these have 
moved against us at a critical time, although of course it would 
be very rash to assume that the present relationship between the 
prices of primary and manufactured products will persist for a 
long time. These, however, have not been responsible for the 
most serious damage to the foundations upon which economic 
progress in the past was believed to rest. The breakdown in the 
system of multilateral trade, the disappearance of an international 
monetary standard, the abandonment of a freely working pricing 
system, the spread of monopoly both private and public, the estab- 
lishment of burdensome taxation systems, all these would have 
seemed to the nineteenth-century observer to poison the springs 
of progress. Now it is believed that we can dispense with some 
of the props which our fathers thought to be essential to a pro- 
gressive system; but many of them are still deemed to be neces- 
sary, and these it is the object of policy to set up again. At the 
end of the war, however, it would have been very optimistic to 


1 W. S. Jevons, The Coal Question (3rd edition), p. 274. 
2 A. C. Pigou, Memorials of Alfred Marshall, p. 326. 
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expect any quick success in reaching this result, and at the same 
time it was obvious that our own relative position in the world 
economy had gravely deteriorated. How is it then that our faith 
in the continued material progress of this country was so largely 
unimpaired? Our hopes for the future depended, I think, upon 
two factors, first, the continuance of those improvements in indus- 
trial technique and organisation which have been the chief 
proximate cause of economic progress so far and, second, the 
preservation of full employment for a long time ahead. There 
seemed no cause for doubting that applied science would continue 
to yield its fruits in higher production, and with full employment 
firmly within our grasp, there was no reason why we should throw 
away a large part of the benefit that technical progress made 
possible, as we had done between the wars. A state of full 
employment has been maintained since the war; but, in spite of 
that, our economic position has become precarious. It was 
natural, therefore, that increased attention should be focused on 
the former of the two factors on which our hopes rested, namely, 
technical progress and efficiency. This interest has been stimu- 
lated by numerous inquiries into our industries, inquiries which 
have brought to light serious deficiencies in some of them. These 
are now being underlined by the various Productivity Teams 
which are the fortunate beneficiaries of American instruction and 
American hospitality. 

The conclusions that have been generally reached are that, 
while our industries made considerable technical advances between 
the wars, the advances were less rapid than those made by our 
competitors, and that if we are to balance our international 
accounts and even to maintain the present standard of living, 
massive improvements in technique and organisation are neces- 
sary throughout industry. One of the reasons for the backward- 
ness of our older industries (so it is urged) is their unsatisfactory 
equipment. ‘The higher capitalisation of American industry, the 
fact that the American worker in most trades is assisted by a 
greater amount of power machinery than the British, is held to be 
a major cause of the disparity in productivity between the two 
countries. The remedy, it seems, lies in heavier industrial 
investment. Now there is little doubt that differences in capital- 
isation correspond very closely to differences in productivity, both 
between countries and between periods. Economic progress, it 
has long been a truism to state, is closely correlated with the rise 
in capital per head. This, however, does not take us very far. 
Why do these differences exist? Why has Britain become in- 
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ferior to some other countries in this important respect? Is it 
merely an injection of fresh capital into our industrial system that 
is required? These are fundamental questions which I should 
like to discuss. 

In the first place, it seems to me that, in this diagnosis, atten- 
tion has been confined to symptoms and that the deeper causes of 
economic disparities have been ignored. I am led to this view 
because I observe that for several of our industries in which com- 
parisons of productivity are unfavourable to us, the cause, or 
part of it, is to be found elsewhere than in a disparate growth in 
capital investment. For example, the steep rise in output per 
man-shift in the German coal-mining industry during the thirties, 
a rise which left the Germans far ahead of the British in this 
respect, was not attributable mainly to the use of more mining 
equipment, for the mechanisation of German mining had been 
almost complete before 1930. The chief reason given for the 
advance was the better organisation of mining operations. It 
was not that the industry was provided with more resources, but 
rather that it made better use of those which it already possessed.! 
Again, the far higher productivity of the American building 
operative when compared with the British in the erection of 
roughly similar buildings does not depend on a much greater use 
of capital equipment. The chief causes are to be found, first in 
the method by which the Americans organise the whole complex 
of operations between the time when the contract is let and the 
time when the building owner takes possession, and, second, in 
the different attitude of the American operative towards his work.* 
Then, I am told of a company which operates almost identical 
plants in the United States and here and which gets substantially 
higher productivity from the American one. The recent experi- 
ments that have been made in the cotton industry show that large 
increases in productivity can be obtained without additional 
investment and merely by the re-organisation of the mills—the 
re-arrangement of the machines and the ‘“‘ re-deployment ”’ of the 
workers. These examples suggest that high productivity is 
often the result of the way in which the capital resources are used, 
and is not determined solely by the quantity of them. The key, 
in other words, is to be found in organisation. 

Even when we compare industries where the capitalisation in 

1 Cf. Ministry of Fuel and Power, Report of Technical Advisory Committee on 
Coal Mining (Cmd. 6610), pp. 29 et seg. 

2 Working Party Report on Building (Ministry of Works), Chap. 18; and 
Report of the Building Productivity Team. 

3 See Reports of the Cotton Manufacturing Commission (Ministry of Labour). 
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America is much higher than it is here, and where the productivity 
appears to be closely correlated with the amount of capital used, 
the causes of the disparity remain more interesting than the fact. 
In some cases, failure in this country to adopt more capitalistic 
methods is apparently due to institutional arrangements. In the 
British cotton industry it is alleged that wage systems based on 
the conditions of the past and the objections to multiple-shift 
working have made the widespread use of more modern types of 
machines unprofitable. Sometimes the inferiority of our business 
organisers to the American has been given as an explanation. 
This is a point to which I shall return. There is, however, another 
type of argument which is more difficult to handle. Static 
analysis normally explains the differences in capitalisation and in 
organisation between countries in terms of the relative scarcities 
of the various factors of production. Where skilled labour is 
cheap and capital expensive, it is to be expected that firms will 
use less capitalistic methods than they do in countries where the 
reverse relationship applies. This may mean that the two 
countries in our comparison specialise on different qualities of 
the same good; the first is likely to concern itself with high 
qualities and specialities, and the latter with mass-produced 
goods. While this reasoning is satisfactory in explaining the 
contrast that exists at any moment, and while it also indicates 
that it would be dangerous for us to play the “ sedulous ape ”’ to 
the Americans, it does not justify complacency, for the argument 
scarcely touches the dynamics of the problem. No doubt one 
reason why the Americans in the middle of the nineteenth century 
were pioneers in the adoption of the “ interchangeable method ” of 
production in engineering, was that, in the absence of a large 
supply of skilled labour, they had perforce to seek for means of 
economising its use. ‘This meant the standardisation of products 
and processes and the employment of highly mechanised methods 
of manufacture. Once these methods had come into use, how- 
ever, a chain of consequences followed. The initial standard- 
isation of components and, to some extent, of finished products 
also, was brought about by the lack of skilled labour. But 
standardised output influenced consumers’ tastes in the direction 
of uniformity, and a uniform demand thus provided opportunities 
for mass-production methods. In a particular context, it can 
be seen how what might have been originally regarded as a 
deficiency was later put to glorious gain; for when the motor-car 
production began, the existence of parts-making industries accus- 
tomed to working on the “ interchangeable principle ” provided 
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advantages to the American car manufacturers that were not 
present in this country. It was thus the enterprise of the 
Americans in overcoming an initial disadvantage which won for 
them benefits which time showed to be cumulative. 

The conclusion is, then, that while material progress is affected 
by numerous circumstances, it is fertility in resource and imagin- 
ative enterprise which lie at its root. Where these qualities are 
present in a population and are given opportunities to exercise 
themselves, obstacles to progress are readily overcome. In the 
presence of enterprise, moreover, the capital needed for high 
productivity is seldom lacking. It is erroneous, in my view, to 
look to the side of savings for a leading ‘cause of any deficiency in 
capital equipment, for enterprise generates its own savings out 
of the higher incomes which it makes possible. In the old 
civilisations of Asia, what has retarded economic progress is the 
lack of native entrepreneurial ability far more than a shortage of 
capital or skilled labour. As a result, in India and elsewhere, 
until very recently, the not inconsiderable savings of the wealthy 
have been used in the creation of consumers’ capital or in loans 
for consumption purposes, and material progress was largely 
confined to those sectors of the economy in which foreign entre- 
preneurs participated.! In the one Asiatic country where entre- 
preneurial skill was available (Japan), industrial progress was 
remarkably rapid as soon as it was allowed freedom to exercise 
itself, in spite of the initial shortage of capital. I suggest, 
therefore, that the capitalisation of industry is a function of 
enterprise, and that the higher productivity which the extensive 
use of capital makes possible, depends ultimately on the supply 
of entrepreneurs. 

This brings me to another stage in my argument. Economic 
efficiency refers not merely to the relation between input and 
output in particular industries. It has also to do with the way 
in which the whole resources of a community are distributed 
among the different uses to which they can be put. One reason 
why our income per head before the war was not far short of that 
of the United States, in spite of their superior productivity in 
manufacturing and mining industry, was that a larger proportion 
of our workers was found in those industries which in all countries 
have a relatively high productivity. This was the consequence 
of our having carried industrial specialisation to an extreme limit, 
with the result that in 1939 only 5% of our working population 


1 Cf. Preparatory Asiatic Conference of the International Labour Organisa- 
tion, The Economic Background of Social Policy (1947), pp. 3, 97, 100, 155. 
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was engaged in agriculture (which in every country is a low- 
productivity industry) compared with 20% in the United States. 
This specialisation was one of the reasons for our great material 
progress in the past. At present, when the change in the con- 
ditions of international trade is forcing us at great cost to retrace 
our steps, we may wonder if this specialisation did not mean our 
giving too many hostages to fortune. Still, up to 1939, we reaped 
great advantages from it, and whether in the long run the policy 
will be counted wise may not be told until our story is finished. 

The efficient distribution of resources is not a once-for-all 
operation. An economic system cannot progress unless, with the 
inevitable changes in circumstances, it alters that distribution. 
This is especially important for a country that has owed part of 
its material well-being to superiorities that time destroys, such as 
those that come from exhaustible natural resources, or to an early 
start. In this kind of adaptability Great Britain once showed 
great skill; but her achievements in this respect during the last 
thirty or forty years have not matched those of her past, nor 
indeed those of other countries. Our industrial weakness during 
the inter-war years was demonstrated far more by our failure to 
secure a substantial share of the new trades that rose during that 
time than it was by the probably inevitable decline of our older 
staple manufactures. Lack of resilience may be regarded as a 
serious cause of misgivings about the future, for economic progress 
is associated far more with a capacity to take the lead in new 
industries than it is with steady technical progress in the old. 
This is particularly true of a country that occupies a position like 
ours in the world. With our superiority in natural resources gone, 
and with the knowledge and experience of established industrial 
technique widely spread among the peoples, we can hope to 
maintain a high rate of progress only if we show imagination in 
scouring out new channels. 

This brings me to the proposition which lies at the heart of my 
theme. It is that economic progress springs less from the detailed 
improvements effected in the methods of established industries 
than from massive innovations which lead to the creation of new 
ones. In other words, the rise in material wealth depends not 
so much upon steady progress in turning out familiar things 
(although, of course, that is important enough) as upon the dis- 
‘covery of new ways of producing those things and upon finding 
new things to produce. If this is true (and I believe that the 
history of any period in which there has been a striking advance 
in material wealth justifies this view), then it means that of all 
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the forces that make material progress possible, industrial leader- 
ship is the most powerful. The key to progress is held by the 
man who is capable of effecting novel combinations of resources, 
often for the creation of fresh classes of goods. I do not think 
that anyone who studies the development of any economically 
progressive country over the last century can fail to agree about 
the major part that has been played by a comparatively small 
group of forceful pioneers. They have not always been entre- 
preneurs in the classical sense, that is to say, independent business 
men working with their own resources. Many of them have been 
salaried officials. What has distinguished them has been their 
capacity for imposing their authority on their organisation and of 
persuading others to entrust them with the resources necessary 
for new ventures. This type of man is the true entrepreneur, as 
distinct from the ordinary run of business man who treads the 
path beaten out for him. Professor Schumpeter has made us 
familiar with this distinction, which he used in expounding his 
theory of economic development; but other economists—as well 
as most business men themselves, no doubt—have observed it. 
Marshall, for exampie, drew a contrast between those business 
men who “‘ have prospered by steady adherence to affairs, largely 
of a routine c!.aracter; with but little use of the higher imagina- 
tion .. .,”” and the leaders ‘‘ on whose work the progress of industry 
most depends.” ! A recent investigator into business behaviour 
has laid emphasis on the special importance of the part played in 
industrial progress by the “‘ surging energy of the founder-type of 
personality.” 2 

In his réle as the chief contributor to material progress, the 
industrial leader is not concerned merely with meeting existing 
demands by fresh combinations of resources. His equally im- 
portant function is the creation of new demands. 

*‘ Innovations in the economic system do not as a rule 
take place in such a way that, first, new wants arise spon- 
taneously in consumers and then the productive apparatus 
swings round through their pressure. . . . It is the producer 
who as a rule initiates economic change and consumers are 
educated by him if necessary; they are, as it were, brought 
to want new things... .” 

Professor Knight has expressed the same idea : 

“Tt is common to think of the economic process as the 

production of goods for the satisfaction of wants. This view 


1 Memorials of Alfred Marshall, pp. 331-2. 
2 P. W. 8S. Andrews, Manufacturing Business, p. 284. 
8 J. A. Schumpeter, The Theory of Economic Development (1934), p. 65. 
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is deficient in two vital respects. In the first place, the 
economic process produces wants as well as goods to satisfy 
existing wants, and the amount of social energy directed to 
the former . . . is very large and constantly growing.” * 
A German student of industrial organisation is following the 
same line of thought when he states : 

*‘ Industrial development is not merely the result of a 
passive adaptation to technical progress and market con- 
ditions. On the contrary, modern industry . . . actively in- 
fluences markets . . . in order to mould them according to 
its requirements.” 2 


Thus, although as Adam Smith said: ‘‘ Consumption is the 
sole end and purpose of all production,” large increases in con- 
sumption usually result from the initiative of producers who 
persuade people to want new things, and who themselves act as 
if production were the end of economic activity. According to 
this view then, the changes which contribute most to progress 
arise from impulse within industry rather than from impact 
upon it. 

These industrial leaders set the pace in industry as a whole, 
for they draw after them the “ routineers ”’ whose old markets 
are destroyed or whose methods are rendered obsolete by innova- 
tions. Those who cannot follow fall out of the race. So it may 
be said of the true entrepreneurs as was said, in a more elevated 
context, of the greatest nation of innovators in history: ‘‘ They 
were born into the world to take no rest themselves and to give 
none to others.”” Whether this striving for material progress is a 
good thing, whether Mill was right in looking forward wistfully 
to the coming of a stationary State, are questions that do not 
concern me here. All I need say is that however much the 
present generation is repelled by some of the manifestations of 
material progress, it seems firm in its belief that higher real 
incomes are among the most desirable benefits to which mankind 
can attain. Again, no one would deny that the process of 
creating new wants, or of diversifying existing wants, is attended 
at times by waste. But whether in such a society as our own we 
need to charge our bureaucrats with the responsibility of pro- 
tecting us against that waste and of saving us from the possible 
social disaster of getting what the innovators and their publicity 
agents make us think we want is a question which, fortunately, 
lies beyond the scope of this paper. I steer my discourse warily 


1 F. H. Knight, Risk, Uncertainty and Profit, pp. 318-19. 
2 H. von Beckerath, Modern Industrial Organisation, p. 190. 
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away from these speculations towards a purely economic question 
upon which the argument may throw some light. Theoretical 
economic analysis commonly proceeds on the assumption that a 
business man, when acting rationally, enlarges his output to the 
point at which his net profits are maximised; but this assumption 
seems to be refuted by the common observation that the general 
run of business man is content to stop short of that point. His 
aim is rather to ensure to himself over a long period an income 
which enables him to maintain a customary standard. Now, in 
an unprogressive society, or even in a protected sector of a pro- 
gressive society, he is no doubt able to follow this policy. But 
the intrusion of a few restless, ambitious and exceptionally capable 
innovators into the system forces the comfortable and the 
psychogically well adjusted out of their routine. They must 
become economic men or go under. The appetites which drive 
the innovators forward may, it is true, be quite other than the 
conscious desire to maximise profits; indeed, their motives are 
obscure. Yet since pecuniary gain provides a clear demonstration 
of their success, their activities are likely to produce a result in 
conformity with theoretical expectations in their own case, and 
the result for industry as a whole (or for that part of it that is 
being affected by their innovations) may not be very different 
from what it would be if the theorist’s assumptions were correct. 

This will be true, of course, only in a society in which the 
activities of innovators are not seriously impeded. Where law 
and public opinion are favourable to free enterprise, the routineers 
must adjust themselves to change or go out of business. But 
whenever defensive action by the routineers is possible, they will 
take it, as can be seen by many examples drawn from both before 
and since the “‘ age of economic grace.” If such defensive action 
is supported by the State, then a powerful brzke may be imposed 
on material progress. The action may take forms familiar to us 
in our own day, restrictive practices of the kind associated with 
cartels and trusts, product differentiation and the like. The 
object of these practices is not usually the exploitation of the 
consumer in the crude sense, but rather the provision of insurance 
against a sudden change of circumstance. The practices may win 
considerable public sympathy, for although the results of economic 
change are welcomed, the change itself is disturbing. Yet a society 
where defensive action in support of threatened interests is gener- 
ally successful is not a society that can expect great advances in 
material well-being. It may, therefore, be a true instinct among 
the Americans, who of all people are still the most avid of material 
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progress, to see in cartels and monopolies the canker at the heart 
of the economic system. 

If they are right, it is not mainly for the reasons given by 
static economic analysis. Economists usually object to de- 
partures from their ideal competitive system on the ground that 
imperfect competition and monopoly lead to higher prices, lower 
output and less employment than would exist if industries were 
conducted under conditions of perfect competition. Apart from 
the fact that perfect competition is usually an unreal alternative 
in the actual world, it may be suggested that this conclusion is 
not of primary importance in the consideration of a dynamic 
system. The substitution of monopoly for competition may 
certainly involve waste; but as long as the industrial system as a 
whole is moving forward under the impetus of great technical 
discoveries applied by creative entrepreneurs, the wastes that can 
be detected at any moment in particular areas of the system as a 
result of monopoly are likely to be dwarfed by the progress else- 
where, and are in any case likely to be temporary. The real 
danger of monopoly arises when it is used to impede change. A 
society that keeps the channels of innovation clear need have 
little fear of the waste that arises from monopoly or imperfect 
competition in established industries. It is when these channels 
become choked that material progress slows down. If we look 
back on the metal industries of the last quarter of the nineteenth 
century, we can see that from the standpoint of economic progress 
the significant fact was not the extent to which the output of 
wrought iron was then restricted by the imperfections of com- 
petition among the producers, each with his famous brand of 
iron, but rather the entire destruction of the older forms of pro- 
duction by the coming of mass-produced steel. In the same way, 
I suggest, material progress in so far as it depends upon a supply 
of cheap textile materials will be bound up less with the success 
or failure of official schemes in the United States and elsewhere for 
keeping up the price of raw cotton than with developments in the 
manufacture of synthetic or semi-synthetic fibres—developments 
that have already brought down the price of staple fibre below 
that of raw cotton. 

This brings me back to a consideration of our own affairs. 
Because of our precarious international position, not merely an 
advance in our material prosperity, but even the preservation of 
our existing standards, depend upon our demonstrating a capacity 
for industrial leadership. Yet, in spite of the achievements of 
our scientists and inventors, there can be little doubt that during 
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the last few decades we have fallen behind other nations in success- 
ful industrial innovation. We have seen the undermining of our 
position in established industries by developments that have 
taken place abroad rather than at home. I can refer to only a 
few of the numerous causes that have been responsible. One of 
them, without doubt, has been the pre-occupation of policy with 
the buttressing of threatened positions rather than with clearing 
the way for fresh enterprise. But policy reflects social opinion, 
and it may be contended that this has been hostile to the exercise 
of industrial leadership. Sixty years ago Marshall noted that 
while economic progress did not necessarily require the mainten- 
ance of those rights of property that lead to extreme inequalities 
of wealth, it did depend upon the existence of a social milieu 
sympathetic to the exercise of free, individual responsibility. 
Later, in his Industry and Trade, he pointed out that the United 
States was satisfying that condition more completely than this 
country : 

“ As arts and sciences flourish best where their followers 
work for the approval of brethren of the craft, . . . so business 
flourishes most where the aim of the business man is not to 
shine in elegant society, but to be held in respect by those 
who are the best judges of his special form of strength. 


“This exclusive devotion to one pursuit,’ he added, 
*“ involves some loss of life to the individual, but the con- 


structive economic force which it gives to America at this 
phase of her development is unique.” ? 


Although it can scarcely be said that the British business man 
to-day is distracted by a desire to shine in elegant society (for 
in contemporary England he would have difficulty in discovering 
that particular firmament), his “ special form of strength ”’ is not 
one which at present wins social approbation, and he is under 
even more insidious temptations to dissipate his energy. Con- 
sider the advisory committees, working parties, councils and 
associations, both official and unofficial, that have proliferated 
in recent years ! 

Centralised economic planning, moreover, necessarily restricts 
the functions of the industrial leader, for it leaves little oppor- 
tunity for what has been called the very essence of free enterprise, 
namely ‘“‘ the concentration of responsibility in its two aspects of 
making decisions and taking the consequences of decisions when 
put into effect.” Under planning the business man cannot on 

1 Memorials of Alfred Marshall, pp. 282-3. 


2 A. Marshall, Industry and Trade, p. 156. 
3 F. H. Knight, op. cit., p. 349. 
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his own responsibility create new combinations of resources; he 
becomes merely the administator of such resources as are allotted 
to him for given purposes. Professor MacGregor in his latest 
book draws a distinction between policy and plan. “A policy,” 
he says, “is directive; a plan is executive.” 1 Applying this 
principle to our present arrangements, he argues that only a small 
part of our economy, the nationalised sector (which according to 
Mr. Morrison is to be only 20% of the whole), is to be planned, 
while 80% of it will remain private and so subject to the method 
of policy. This definition may have its uses; but it conceals the 
real nature of planning. To my mind the distinctive feature of 
planning when compared with free enterprise is that the business 
man is unable to create fresh combinations of resources unless he 
first obtains the permission of the central authority whose de- 
cision follows from the plan which it has made. In that sense 
our present-day economy is largely planned, although how far 
these conditions are to be regarded as permanent and how far as 
arising out of our special post-war difficulties is not easy to 
determine. 

Now it does not follow that if the private entrepreneur in this 
country has had his day, the function of innovation can no longer 
be performed at all. An alternative agency is the State, and we 
are thus led to consider whether government is, or can be made, 
competent to discharge this function which is so essential to 
material progress. I have little time to give to this question, but 
I should like to make a few comments upon it. In some countries 
the government has played a very important rdle as an innovator, 
and through its initiative the economic life of whole nations has 
been transformed. But its most notable successes have been 
achieved in introducing into primitive societies, where experienced 
private entrepreneurs have been scarce, the technique and forms 
of organisation already worked out in advanced countries. We 
cannot yet find, I think, any example of a State’s having been 
responsible for developing successfully industries of an entirely 
novel kind in advanced societies, except perhaps those that serve 
military needs. When the government intervenes in such societies, 
it concerns itself with what is already established. It plans in 
relation to what exists, not in relation to what may be called into 
existence. Its tenderness for what already exists may even 
jeopardise the birth of new ventures, for economic advance fre- 
quently involves the destruction of established positions and the 
decay of industries that have become obsolete. A government 
1 D. H. MacGregor, Economic Thought and Policy, pp. 132-3. 
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can hardly be expected to take up new and untried ventures and 
to persist, in spite of disappointment and public criticism, in 
carrying them over the harrassing period of experimentation until 
they have become transformed into new industries. The concen- 
tration of attention on established firms is damaging to economic 
progress because new developments do not always, or even usually, 
spring from the more obvious origins. In this country it was not a 
firm in the major textile spinning industries, nor in the chemical 
industry, that built up the rayon industry, but a silk-weaving 
firm which happened at a critical moment to be employing an 
imaginative chemist in its dyeing department. It was not the 
great engineering firms that took up motor-car manufacture, but 
small firms in the bicycle, tinplate-ware, electrical apparatus and 
sheep-shearing machinery trades. Further, in many lines of pro- 
duction, there seems to be no unique solution to the problem of 
efficient organisation. An equally good result can be achieved in 
several different ways, and it is difficult to believe that a govern- 
ment would deliberately promote a diversity of this kind, even if 
it went so far as to recognise that diversity is itself fertile. The 
immense variety in the methods by which a woollen manufacturer 
may achieve a given standard of efficiency was noted by the Wool 
Working Party.! Diversity of method is even more character- 
istic of new industries in their early days than of old industries, 
and the superiority of any single method (if that ever emerges) 
is only brought out ambulando. 

In the end the problem for government as for private enter- 
prise becomes that of selecting the right person and of giving him 
scope for the exercise for his powers. The State may do this 
just as well as private enterprise for established undertakings, but 
it is not easy to see how it can carry out this function in the case 
of ventures which are in process of being born, for the men who 
are likely to do best in them are generally still young, unknown 
and untried. Any alternative to the older system must provide, 
to quote again from Marshall, ‘‘ some reasonably efficient sub- 
stitute ” for the freedom which that system offered “ to construc- 
tive genius to work its way to the light and to prove its existence 
by attempting difficult tasks on its own responsibility and suc- 
ceeding in them; for those who have done most for the world 
have seldom been those whom their neighbours would have 
picked out as likely for the work.” 2 One must not, of course, 
press this argument too far. If the supply of private initiative 


1 Report of Wool Working Party, pp. 11 and passim. 
2 Memorials of Alfred_Marshall, p. 284. 
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shows signs of failing, either through a decline in energy or through 
the creation of an environment uncongenial to its exercise—and 
this may come about through changes in social policy which the 
public requires—then the State must step into the breach. The 
time has not come for a final judgment on this issue. It would 
be rash to condemn novel kinds of economic arrangements because 
they pay little regard to the conditions necessary for the successful 
operation of past systems, which themselves had plenty of faults. 
All that I feel justified in concluding is this. One of the chief 
agents of economic progress during the last hundred and fifty 
years is likely to have little scope for its activities in this country 
during the years ahead, and at present there is no clear indica- 
tion of how an adequate substitute is to be provided. Since 
this country is as firmly convinced as ever of the desirability of 
material progress, and since that progress in my view will depend 
upon its success as a pioneer in producing and marketing new kinds 
of industrial products, there is serious cause for concern. 

Apart from whether the government is competent in a tech- 
nical sense to exercise industrial initiative, there remains the 
question whether the society whose resources it has taken upon 
itself to administer really wishes for innovation, not merely in the 
sense of being prepared to enjoy its fruits, but also in the sense 
of accepting the conditions for their harvesting. The question 
which Berkeley posed two centuries ago is highly relevant to 
government planning in a democratic society: “‘ Whether it be 
not the Opinion or Will of the People, exciting them to Industry, 
that truly enricheth a Nation?” 1 An investigation of the 
ultimate causes that produce great outbursts of energy (as distinct 
from the instruments which they use), and a discussion of the 
conditions which make those outbursts creative and not destruc- 
tive of the society in which they occur, would take us far beyond 
the subjects with which economists usually concern themselves. 
I shall content myself with a few reflections. Great industrial 
changes mean the disruption of older ways of life, and are not 
always compatible with social peace. As Knight says: ‘‘ The 
more vital problems are not problems of economy, but of main- 
taining social unity in the face of economic interests.”” 2. Economic 
progress thus depends upon morale, which permits a reconciliation 
of innovation and social stability. As to the forces that have 
driven men to the furious pursuit of material progress, they lie, 


1 George Berkeley, The Querist (Reprint of Economic Tracts, Johns Hopkins 
University), p. 12. 
2 F. H. Knight, op. cit., p. xxx. 














1950] ECONOMIC PROGRESS, RETROSPECT AND PROSPECT 479 


in the main, beyond the realm of cool, economic calculation, al- 
though calculation may be their tool. The investigators of 
American economic superiority, after listing the technical and 
administrative causes, find an unexplained residuum which they 
attribute to ‘‘ the American way of Life.’ The Productivity 
Teams, for instance, make much of this in their reports. The 
inference that British industry is supposed to draw from this 
explanation is not always clear; but that ‘‘ the American way of 
life’ supplies much of the driving force to the American economic 
machine cannot be gainsaid. To go farther afield, soon after I 
interested myself in the economic affairs of the Japanese, I noted 
Marshall’s comment on their extraordinarily rapid economic 
development after centuries of stagnation : 

“ Their quick rise to power supports the suggestion, 
made by the history of past times, that some touch of 
idealism, religious, patriotic or artistic, can generally be 
detected at the root of any great outburst of practical energy.” 


In our own early industrial development the relationship that 
existed between Nonconformity and the rise of capitalist industry 
was once a commonplace of historical writing. In that connection, 
since I am speaking in Birmingham, may I be allowed to quote a 
passage which many years ago I gleaned from the records of one 
of the City’s own great innovators, the firm of Boulton and Watt ? 
This quotation is from a letter written in 1795 by an “ adven- 
turer’ in the Cornish mines, Richard Mitchell by name. 


**T will venture to assert that, of all men for the last five 
hundred years, no two men have been of so much use... to 
the county as the Reverend J. Wesley with respect to Re- 
ligion, and Mr. James Watt with his automatical machineries. 
Mr. Wesley . . . taught the vulgar to be sober, honest and 
industrious. ... He not only taught them to live well, but to 
do well; therefore, he has now his reward in Heaven. Mr. 
Watt, after Mr. Wesley had taught them to be industrious, 
within the last twenty years has taught and helped them to 
get at the vast treasures, which Providence till then had 
hidden in the bowels of their county, by his fire engines for 
working deep mines, without which thousands on thousands 
of pounds of tin and copper must have remained there 
forever.”’ ? 


The diversity of inspiration is striking; the American way of 
life, Emperor-Worship, John Wesley. Fortunately, an economist 

! Industry and Trade, p. 161. 

2 Boulton and Watt Correspondence (Birmingham Reference Library), 
Cornish Letters. 
No. 239.—voL. LX. if 
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is not required to probe into these mysteries. He notes their 
existence, and for the rest he must content himself with expressing 
in his own jargon the substance of the familiar (and it is to be 
hoped) complimentary lines : 


Time and the ocean and some fostering star 
In high cabal have made us what we are. 


G. C. ALLEN 


University College, 
London. 

















THE STRUCTURE OF THE WESTERN GERMAN 
MONETARY SYSTEM 


I 


Since June 20, 1948, when the currency reform was carried out, 
the “‘ Deutsche Mark ”’ has been valid in the three Western Occu- 
pation Zones—the territory of the present Federal Republic of 
Germany. Currency reform had become necessary as, owing to the 
inflationary expansion of the volume of currency in war-time, a 
tremendous “ over-balance ” of legally unusable currency had 
gradually developed, prices and wages having been fixed by Govern- 
ment at the 1936 level. This over-balance threatened gradually 
to burst the whole structure of prices and wages and to transform 
the “ suppressed ”’ inflation into an “open” one. Currency reform, 
though, was based on the policy that the interrelations of prices 
and wages established during the Reichsmark-period should 
substantially be retained. It therefore abolished the disturbing 
“ over-balance ”’ of money. 

This was executed in such a manner that cash money was 
totally called up to be deposited with the banks. The balances 
thus established, together with the already existing banking and 
savings accounts, were converted in Deutsche Marks at the rate 
originally of 10%, later 6-5%. All the other money claims, 
including securities, were devalued at a rate of 10: 1. 

From May 1, 1948, the Reichsmark rate of exchange for 
foreign-trade purposes had been fixed provisionally at 1 RM. = 
$0-30 ($1 = 3-33 RM.). This rate, however, was in the be- 
ginning not introduced uniformly for all import and export 
transactions, but was applied to the entire foreign trade step by 
step only. The reason was that the internal price level was 
practically frozen for years by a price-stop, except for important 
armament goods, the prices of which had undergone certain 
alterations, whereas foreign prices had continued to develop 
freely. Above all, the official food prices in force for the rations 
of the population had remained at a much lower level than abroad, 
whilst German prices of some industrial products were compara- 
tively excessive. If, therefore, the relations between home and 
foreign prices had been restored all at once serious disturbances to 
the German home price structure would have occurred, causing 
social tension. From May 1, 1948, however, the afore-mentioned 
rate of exchange was in force for all imports uniformly, whereas 
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certain old export contracts were granted exceptions up to 
November 30, 1949. 

On September 29, 1949, Western Germany followed the inter- 
national devaluation shift and reduced its rate of exchange from 
DM. 3-33 to DM. 4-2 for 1 U.S. dollar. The devaluation of the 
Deutsche Mark amounts to 20-6%. It remains substantially 
behind the most important currencies, particularly that of the 
sterling area, which was 30-6%. This means that the Deutsche 
Mark in fact was revalorised not inconsiderably vis-a-vis most of 
the other devaluation countries. The result on the one hand was 
the perceptible worsening of the German export trade, which 
had to put up with smaller proceeds; on the other hand, imports 
from countries with currencies devalued in excess of the German 
rate became considerably cheaper. 

Foreign-exchange control after surrender remained in force 
without important alterations in its rigid regulations. All pro- 
ceeds of foreign exchange had to be surrendered. Indeed, the 
Germans were and still are not allowed to keep foreign money 
or foreign accounts. Gradually, however, certain easements of 
exchange control were introduced in foreign-trade business. For 
instance, owing to liberalisation of trade with E.R.P. countries 
the allocation controls of foreign exchange were transformed into 
a mere supervision of payments, at least with respect to the 
articles belonging to the free lists : non-trade (capital) transactions 
with foreign countries, however, are still subject to rigid regu- 
lations establishing practically a total prohibition of payments. 


II 


After the abolition of the former Reichsmark currency the 
German economy was supplied with new money mainly. from 
three sources : the so-called ‘‘ Erstausstattung ”’ (first outfit with 
new money), the afore-mentioned partial conversion of old 
Reichsmark bank balances into Deutsche Mark accounts and 
finally the creation of credit by the banking institutions. The 
two former measures are known as “ legal money creation,” since 
the extent and in effect the pace of their introduction had been 
stipulated from the very first by ordinances concerning the new 
formation of the monetary system. The counterparts of this 
money volume created by law are the so-called “ Ausgleichs- 
forderungen gegen die Offentliche Hand ”’ (equalisation claims 
against the State) which are shown in the bank balances, 60% of 
them resting with the balance of the Central Bank System, 40%, 
of them with the balances of the business banks. 
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In detail, all physical and legal entities, including the public 
offices and the Military Governments, received a first outfit of 
new money pursuant to the legal regulations amounting in total 
to 6-7 billion DM. Moreover, the banking institutions were 
granted a first allocation totalling 0-6 billion DM. in order to meet 
with their cash requirements. As concerns the conversion of the 
bank deposits, this was on the whole a relatively lengthy process, 
since the German Financial Authorities (Finanzaimter) had first 
to examine whether tax was paid on such accounts and, if so, give 
the approval for their release; in the main the conversion was 
not accomplished before the second half of 1949. Bank accounts 
of the public offices, of the Military Governments and of the 
banking institutions were not converted; they were cancelled. 
On the whole, new bank deposits of about 6-6 billion DM. were 
created by conversion. 

As mentioned before, the creation of ‘legal money” was 
supplemented by a further main source of money: the short- 
term credit of the banks. Originally this source was only of small 
importance vis-a-vis the “ legal money,” but since about the middle 
of 1949 it is practically the only source out of which new money 
can come forth in Western Germany. The short-term credits of 
business banks (excluding the credits given by one bank to 
another) have since currency reform up to the end of March 1950 
attained a total amount of 11 billion DM. 

The total money volume within the Western German monetary 
area amounted in consequence at the end of March 1950 to about 
24 billion DM., of which sum 13 billions, i.e., 54%, derived from 
the afore-mentioned legal money sources, whereas 11 billion DM., 
i.e., 46%, originated from bank credits. In accordance with the 
requirements of the payments market the circulation of ready 
money amounted to nearly 8 billion DM.: the remaining 16 billion 
remained as deposits with the banks. Among these deposits, savings 
are beginning to play an increasing part : by end of March 1950 
they totalled about 3-5 billion DM., nearly 1 billion DM. of which 
having been newly formed by net surplus balances since June 1949. 


Iil 


The influence exerted by the Central Bank System on the 
credit policies of the banks, and accordingly the control of the total 
money volume, followed the legal lines established for the discount 
policy, the policy of minimum reserves, the open-market policy 
and the power to issue regulations for general credit policy. 
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In fact, the Central Bank System is also entitled to credit selec- 
tion and credit restriction. The latter possibility, however, is 
limited by a rule, pursuant to which the solvency and liquidity of 
the credit institutions have to be taken care of by the Landeszen- 
tralbanken (Lander Central Banks). Under the present cir- 
cumstances the discount and minimum reserve policy are the 
main practical measures for the control of the credit volume, 
whilst purchase and sale of securities on the open market has 
hitherto hardly developed owing to the lack of a sufficiently broad 
market. All the discount changes of the Central Bank System 
usually have effect down to the interest rates charged the last 
credit recipient ; for the credit conditions of the business banks 
are based on the discount rate of the Central Bank System, 
although the interest rates fixed and approved by the Ban.xing 
Supervisory Boards are maximum rates only, which in practice 
are often undercut in consequence of competition. The discount 
policy of the Central Bank System therefore has a relatively 
effective influence on the credit demand and on the accumulation 
of bank deposits, so far as they respond to the height of interest 
rates at all. The determination of minimum reserves of the 
banking institutions which have to be placed with the Lander 
Central Banks is also meant to have effect on the supply of credit. 
For this reason the law provides that the Central Bank System 
may alter the minimum reserves of the business banks within 
certain limitations. These limits lie between 8% and 20% in the 
case of reserves held against sight deposits, and between 4% and 
10% in the case of those held against time and savings deposits. 
According to a decision of the Council of the Central Banks in 
force since September 1, 1949, the minimum reserve rates are now 
fixed at 10% of sight deposits held at banking centres, at 8% of 
sight deposits held at non-banking centres, and at 4% of time 
and savings deposits wherever held. By varying the reserve 
ratios required the Central Bank System can expand as well as 
reduce the re-financing requirements of the business banks. 
Owing to this legal authority its influence on the general credit 
policy is reinforced considerably, since the tendency of the private 
banks towards credit granting is closely dependent on the status 
of their own liquid assets. 

At present nearly all business banks are indebted in a relatively 
high degree to the Lander Central Banks. On April 30, 1950, the 
indebtedness amounted to about 3-7 billion DM. against barely 
1 billion DM. of reserve accounts in favour of the banking institu- 
tions. On the basis of the April average the monthly surplus 
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reserve totalled barely 100 million DM., which were concentrated 
mainly with a few Banks which were operating largely with public 
funds. The high indebtedness of the Business Banks to the 
Central Bank System derived particularly from the constant 
increase of the cash money circulation and, on the other hand, 
from the surplus of payments with the Bank Deutscher Lander 
hitherto currently accumulated owing to the passivity of the 
Western German foreign trade. On account of this heavy 
indebtedness, the possibilities of influencing the credit policy of the 
Business Banks are particularly great at the present period. 

The scope of operations of the Bank Deutscher Lander and the 
Lander Central Banks is strictly defined by law. The Central 
Banks are entitled to carry out credit transactions only with 
banking institutions and public administration offices, whereas 
they can take over deposits from anybody. Credits in favour of 
banks are being granted by purchase of bills of exchange and 
cheques, also by loans against the deposit as pledge, of bills of 
exchange, of treasury-bills, fixed-interest securities or equalisation 
claims (viz., above). Only in the case when the maintenance of 
the solvency of a bank is at stake may the Lander Central Banks 
also purchase equalisation claims. Bills of exchange may be 
purchased or taken on as pledge only when they become due 
within three months from the date of purchase or pledging, and 
when three debtors known as solvent have signed the bill or the 
third signature is replaced by adequate securities. The German 
Lander may obtain from their competent Lander Central Banks 
only such cash credits as are required for bridging a temporary 
cash deficit. These credits should not amount to more than a fifth 
of the deposits of the Lander Central Banks. Furthermore, the 
Lander Central Banks may grant the Lander and the Federal 
Republic credits by purchasing treasury-bills, but the Boards of 
Directors of the Lander Central Banks are entitled to fix ceiling 
amounts for their stock of such bills. All credits which the Lander 
Central Banks are empowered to extend according to the above- 
mentioned rules are legally fit for re-financing with the Bank 
Deutscher Lander, except the cash credits. 

The Bank Deutscher Lander, on its part, when granting credits 
to the Federal Republic, is restricted in the same rigid way as the 
Lander Central Banks are in their credit operations with the 
Lander. Advances, short-ter’: credits and treasury-bills of the 
Bund which the Bank Deutsc ‘er Lander has taken over on its own 
account, or for which it has extended a discount commitment, shall 
not surpass the amount of 1-5 billion DM. (including previous 
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advances in favour of the former administration of the Combined 
Economic Area). The Bank Deutscher Lander can, in addition, 
purchase and sell debentures on the open market, whilst the Lander 
Central Banks are entitled to carry out open-market transactions 
with other fixed-interest securities also, and may have them re- 
financed by the Bank Deutscher Lander in case of need. 

Of course, the Lander Central Banks as well as the Bank 
Deutscher Lander may purchase and sell foreign exchange, gold, 
silver and platinum, except where legal provisions do not permit 
such transactions. 

The nature of the legal definition of the active operations of the 
Central Bank System is of great importance for the stability of the 
currency-value. The Central Bank System, on the one hand, is not 
allowed to chose other than short-term credits for a great part of 
its investments, and it must grant these credits mainly via banks. 
This insures that losses do not arise and that the volume of money 
can, in case of need, be reduced quickly and effectively at any time. 
On the other hand, the Central Bank System is not limited to 
short-term re-financing operations, but is empowered to invest at 
longer terms in securities, provided that they are marketable and 
have already passed through the market. Accordingly, the 
Central Banking System is in a position to exercise influence on the 
situation of the money market and, in that way, also to influence 
borrowing directly. In consequence, through the range of opera- 
tions provided by law in favour of the Central Banking System, the 
organisation is enabled to protect the value of the currency in the 
same way as if special regulations as to the security of bank-notes 
were in existence. 


IV 


As regards the present situation which the Central Bank 
System has to face, Bank Deutscher Lander states the following 
opinion in its Report for 1948 and 1949 to be issued shortly : 


“ The situation the bank had to meet with at the end of 
the business year 1949 was clearly characterized by two facts 
which stand in a certain contrast with one another and which 
do not ease the execution of an adequate credit policy : 
on the one hand a restrained development of the internal 
economy or, in any case, an economy not making sufficient 
use of the productive reserves and, on the other hand, a 
strained position of the balance of payments. The situation 
of the internal economy no doubt requires a credit policy on 
as liberal a scale as possible, although the opportunities of the 
bank of issue for influencing the general trend of business 
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should, if they are not supported by an appropriate general 
economic policy, not be over-estimated. But the improvement 
of production and employment by means of credit policies 
cannot be unconditional, as the equilibrium of the balance 
of payments should in no way be endangered by internal 
economic measures, since viability, i.e., the restoration of 
the external balance of payments, is as unconditional a 
liability of all ERP countries as the most far-reaching 
utilization of their productive reserves.” 


When the Bank, impressed by the growing unemployment 
figures, promised to give adequate financial help in favour of the 
Federal Government’s Employment Programme of early 1950, it 
was well aware of those opposing potentialities. The Bank could 
base its policy on an improvement of productive conditions in 
Western Germany as against the preceding year. Therefore a 
well-calculated dosing of credit expansion was justified without 
endangering the stability of the internal price level. Decisive for 
this policy is, above all, the notable increase of the supply capacity, 
now that most of the bottlenecks in production have been 
effectively overcome, the fact that agriculture expanded strongly 
owing to the record harvest in 1949, and, along with the afore- 
mentioned development of banking liquidity in the second half 
of 1949, the credit capacity of the banks has become dependent 
on the Central Bank System in a way that removes all danger of 
an uncontrolled super-expansion. On the contrary, without a 
stronger participation of Central Bank credits, there would have 
been danger of too much restriction on the side of the credit 
operations of the banks—although with the extensive releases of 
E.R.P. Counterpart Funds, which began in December, one of the 
“credit freezing ’’ factors had been abolished. In addition, the 
Central Bank System has—in full agreement with the Federal 
Government—given its financial assistance the character of pre- 
financing credits to be refunded by long-term resources which are 
expected to come in within reasonable time. After a certain 
period, therefore, Central Bank System will be able to reduce the 
expansion of the volume of money set forth by this means, in case 
it appears to be necessary for the sake of the monetary situation. 

In these circumstances the policy of the Bank seems to be fully 
consistent with the requirements of foreign trade, demanding first 
and foremost an increase in exports. In fact, since the beginning 
of 1950 the Western German balance of payments in relation to 
the O.E.E.C. countries has shown aspects of improvement 
mainly because of the gradual extension of liberalisation in other 
countries—as also for certain automatic reasons. As soon as dis- 
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criminations against Western Germany come to an end, the 
Federal Republic should be able to market at any rate as many 
goods and services in Europe as it will purchase from European 
countries. Even in this case, however, the problem of the dollar 
gap will still remain existent. In order to reduce this gap in spite 
of the high tariff barriers of the customer nations, certain special 
measures have already been introduced. The afore-mentioned 
improvement of the intra-European trade should contribute to 
the decrease of the dollar-deficit, as it will enable some shifts of 
purchases away from the dollar area to Europe, as well as a better 
international co-ordination and thereby an increase of rational- 
isation. The Bank therefore strongly welcomes the plan for a 
European Payments Union. It hopes that the scope of the Union 
will become as extensive as possible. The greater its range the 
more will it be able to expand the boundaries of internal economic 
development and the outlook of all countries. 

Nevertheless, stress must repeatedly be laid upon the fact that 
the especially burdensome problem of re-installing the unem- 
ployed which Western Germany has to cope with cannot be solved 
quickly by means of credit-policy measures, owing in the first place 
to the balance of payments, as well as the internal economic 
difficulties deriving from a short-term solution of that kind. The 
problem lying before us is of structural character, originating from 
the tremendous shifts of people caused by the war, which, in a 
densely populated, import-dependent territory, such as Western 
Germany, can only be solved step by step, i.e., along with the 
achievement of the re-installation of the Federal Republic into a 
World Economy to an extent consistent with its needs and the 
desirable standard of living. 

H. J. Ass 





























THE DISTRIBUTION OF EARNINGS AND OF 
INDIVIDUAL OUTPUT! 


I 


THERE appears to exist to-day a fairly widespread conviction 
that if each individual were paid what he is worth, the distribution 
of incomes in any community would look like the distribution of 
heights of adult males instead of resembling the size distribution, 
by numbers employed, of firms in industry. This view is based 
upon the contention that it is the unequal distribution of property 
which is the root cause of gross inequalities of income. While 
accepting the fact that the property distribution is a most im- 
portant aggravating factor, this article will attempt to argue that 
the distribution of earned income alone is itself of much the same 
form as the distribution of total income, and an endeavour will 
be made to discover the reasons for this. The claim that the 
distribution of output of a homogeneous commodity among 
individual workers is likely to be similar to the distribution of 
earnings itself will be subjected to statistical tests. 

It is considered that the examination of the distribution of 
earned income alone will avoid the difficulties that are encountered 
when using distributions of total income derived from taxation 
statistics. Ambiguity exists over the precise meaning of “an 
income ” as assessed for taxation and also with regard to the total 
number of such incomes. To some extent such problems can be 
shelved by fitting a Pareto distribution to the upper tail of distri- 
butions of taxable income, but in no sense can such a distribution 
be said to “ explain ” the distribution found to exist. 

The assumption will be made throughout the discussion that 
the reader is familiar with the properties of the probability distri- 
bution known variously as the “normal distribution,” the 
“Gaussian distribution ” or the “ normal curve of error.” 

1 T should like to take the opportunity of thanking the members of the various 
bodies who took so much trouble in giving me the information for which I asked 
and who have consented to the presentation of the data in this paper. 

I should also like to express my debt to J. R. N. Stone, Esq., C.B.E., Director 
of the Department of Applied Economics, University of Cambridge, and to various 
members of the Faculty of Economics and Politics and of the Department of 
Applied Economics for their encouragement and help in preparing this paper ; 
also to the computing and secretarial staff of the Department of Applied 
Economics for their assistance. 


Finally, I take full responsibility for the views expressed and for the errors 
perpetrated in this work. 
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II 


If the distributions of earnings of workers in industry or of 
professional men, both in this country and in the United States, 
are examined, it is found that they can be reasonably approxi- 
mated by fitting a theoretical probability distribution, in which 
the logarithms of earnings conform to the normal curve of error. 
Such a distribution will be called in what follows a logarithmic 
normal (‘‘ log-normal ”’ for short) distribution. 

This fact can be confirmed by studying such earnings distribu- 
tions as exist, e.g., those given in the results of the Wages and 
Earnings Enquiry of 1906, in 8. Kuznets’ and M. Friedman’s 
Income from Independent Professional Practice and, in respect of 
British Dentists, in The Times, of May 20, 1949. 

There must be some rational explanation of the fact that all 

these earnings’ distributions have such similar shapes. The 
' reasons may be highly complex, and if so it is unlikely that they 
can be found but, on the other hand, there may be a relatively 
simple solution to the problem. Can such a simple hypothesis 
be found ? 

Let it be assumed that workers earnings are related to the out- 
put that they produce of a commodity. This is not as restrictive 
an assumption as it might first appear, for even when workers 
are paid day wages the rate of payment is related to the real 
output that is expected from workers of the particular class in 
question. If in the long run such expectations are falsified the 
wages will be revised appropriately. The assumption is, then, that 
all workers tend to be rewarded in direct proportion to the output 
that they produce or, in other words, that the ruling method of 
wage-payment is considered to be straight piece-work. 

Suppose now that out of the entire working population, a 
large sample of workers is selected and then trained and set to 
work producing the same homogeneous commodity. The product 
that they make is one that can be made by hand, and thus the 
time that any individual takes to produce one article depends 
solely on his own skill and training and is not affected by the 
running time of any machine. Let the group of work-people 
continue at this job for some length of time, such as a month or 
a year; at the end of the time period, how will the output of the 
commodity be distributed amongst the various operators ? 

Investigations have shown that in nature many characteristics 
tend to be distributed approximately normally, and thus, perhaps, 
the distribution of output of human beings will have similar 
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For after all the adult human is himself a fairly 
standard product, whose attributes do not appear to be capable of 


properties. 


very wide variation. Our heights are normally distributed, and 
so, psychologists tell us, are our intelligence quotients. The latter 
claim should not be taken too seriously, since it is more informative 
about psychologists’ systems of measurement than about anything 
else. 

Weights and volumes, however, are not, in general, normally 
distributed, because as can be easily understood their distributions 
tend to the distributions of the product of three linear measure- 
ments which are each normally distributed. These distributions 
have in some measure the characteristic form which is, in econo- 
mics, associated with income distribution. 

The reason for the natural distribution of weights may well 
provide the key to the distribution of output. Suppose that the 
sample of workers has been selected at random, i.e., each worker 
in the whole working population has an equal chance of being 
chosen. Assume further, that workers differ in speed of working, 
in accuracy and in the numbers of hours that they work. For 
each of these properties there exists a probability distribution 
which for the sake of simplicity will be assumed to be a binomial 
one. Further, each distribution will be deemed to be independent 
in the statistical sense of that word, i.e., a high (or low) speed for 
a worker is not, in general, associated with long (or short) hours 
of work or with meticulous accuracy (or the reverse). In other 
words, in the entire working population these three characteristics 
are uncorrelated. 

On this foundation, consider the following numerical example : 


TABLE I 
Distributions of Speed, Accuracy and Hours of Work 











Speed (units 


Accuracy 
(proportion of 


Hours of work 


Number of workers (per 
thousand all workers) to 








produced per production per day. which figures in columns 
hour). approved). 1, 2 and 3 apply. 
(1) (2) (3) (4) 
2 0-50 4 250 
3 0-75 6 500 
4 1-00 8 250 
1,000 














At the end of a day the output of any worker will equal the 
product of his speed, accuracy and hours of work, and will therefore 


be distributed as in Table II. 
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Tas_eE II 
Distribution of Effective Daily Output 





Number of workers 
Daily output (units). in class per thousand 
all workers. 








Oandunder5 . E 4 P 15 
5 and under 10 . : ‘ : 328 
10 and under 15 . 2 - R 313 
15 and under 20 . ; ; F 234 
20 and under 25 . _ ‘ ‘J 94 
25 and over ;: 2 x = 15 
1,000 








Note.—Column total does not exactly equal figure at foot of column owing to 
rounding. 


A cursory examination of Table II shows that the distribution 
of output is skew (or asymmetrical), although the three distribu- 
tions of speed, accuracy and hours of work were all symmetrical. 
This phenomenon is a particular manifestion of a very general 
theorem in statistics known as the Central Limit Theorem.! 
Broadly speaking, this theorem states that the distribution of the 
sum of variates, which themselves have independent distributions 
of a very general kind, tends to normality as the number of such 
variates is increased. Applying this theorem to the logarithms 
of variates, it follows that the distribution of the product of inde- 
pendently distributed variates tends to log-normality as the 
number of such variates increases, provided that the logarithms 
of the variates have probability distributions which fulfil the 
not very restrictive conditions of the Central Limit Theorem. 

For simplicity we have considered the distribution of the 
product of only three variates, but the three factors considered 
may themselves be derived from the multiplication of a large 
number of other basic variates. In other words, perhaps it is 
more realistic to consider the distributions of speed, accuracy 
and hours of work to be asymmetrical in the same direction as the 
distribution of output which was obtained from their multiplica- 
tion. For speed alone perhaps it is true that, although most 
people have a relatively low speed of working, yet there is a long 
upper tail to the distribution containing individuals capable of 
remarkably high speeds. If this is so, then the distribution of 
output would approximate far more closely to the log-normal 
distribution than does the distribution obtained in the example 
given here. 


1 See, for instance, H. Cramer’s Mathematical Methods of Statistics, pp. 213 
et seq. 
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The proposition is, then, that the output of an individual 
depends on a great number of different factors which may con- 
veniently be considered to act together in a multiplicative rather 
than in an additive way. As far as simplicity is concerned there is 
no reason to place multiplication lower in the scale than addition. 
All this means is that any one factor, such as health, exercises its 
effect proportionately, and work-people with the same degree of 
ill health tend to have their output reduced in the same ratio 
rather than by the same absolute amount. Similarly, women’s 
output will tend to be a certain fraction of the output of men of 
similar skill, age, education and so on. 

So far it has been assumed that the various factors on which 
output depends are uncorrelated, e.g., skill is not, in general, 
associated with age or with education. This is obviously a very 
unreal assumption which ought to be removed, but unfortunately 
this cannot be done in an entirely satisfactory way. Nevertheless, 
there do exist some indications of the effect of dispensing with the 
condition of independence. Professor Haldane has shown 
that distribution of the product of three correlated normally 
distributed variates does not differ markedly from the distribution 
when the variates are independent, provided that the ratios of 
the standard deviation to the mean (coefficients of variation) of 
each of the three variates are approximately equal.! If, however, 
these ratios are unequal the existence of an association between 
the variates tends to exaggerate the asymmetry and the humped- 
ness of the distribution of their product. This would mean that 
more individuals would have very high outputs than would be 
indicated by a log-normal distribution. Examination of the 
distributions of the earnings of professional men show that this 
systematic departure from log-normality at the upper tail of the 
distribution does in fact exist. 

Putting on one side for the moment the question of testing 
statistically the hypothesis that output of any one commodity 
is distributed log-normally, let it be assumed that such is indeed 
the case. Then, before the theory so far outlined can be regarded 
as a satisfactory explanation of the distribution of earnings, the 
effect of introducing a large number of different goods into the 
economy must be considered. Any one member of the working 
population is potentially capable of producing some output 
(however small) of every commodity, but in fact he will produce 
only one. If all the working population were employed in one 


1 J. B. S. Haldane, ‘‘ Moments of the distribution of powers and products of 
normal variates,” Biometrika (1942), 32 pp. 226 et seq. 
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occupation, the distribution of output would be log-normal. 
Suppose there are two possible occupations and that demand 
conditions require a certain proportion of the labour force to be 
in each occupation. Then the piece-rates in the two occupations 
must be varied until the chance of an individual obtaining higher 
earnings in one of the two occupations is equal to the pro- 
portion of the labour force required in that occupation, assuming 
that labour is perfectly mobile. The shape of the distribution 
of earnings that results from this adjustment depends on two 
considerations, the proportions of the labour force required in 
each occupation and the association existing between any in- 
dividual’s performance in the two occupations.1_ Provided that 
those people with high outputs in one occupation would, in 
general, have high outputs in the other, the distribution of earnings 
will approximate closely to log-normality. Even if the reverse 
held, the effect would be unimportant if only a small proportion 
of the labour force were required in one of the occupations. In 
the extreme case where the best performers in one occupation 
were the worst in the other and where the labour force was 
equally divided between both occupations, the distribution of 
earnings would tend to a log-normal distribution with the part 
containing the lower half of the total frequency removed. 

This argument can be reasonably easily extended to the case 
where many occupations exist. In order that a log-normal 
distribution of output of any given commodity should give rise 
to a log-norma] distribution of earnings for all occupations taken 
together, the assumption must be made that a high degree of 
association exists between any individual’s possible outputs in 
the major occupations of the economy. Major, in this context, 
meaning the employment of a substantial proportion of the work- 
ing population. 

Even if this assumption is valid, labour is not highly 
mobile in the short run, and consequently an additional factor is 
operating to distort the distribution of earnings away from log- 
normality. The theory, then, even if it is acceptable on other 
grounds, can only be regarded as describing the causes that make 
the distribution of earnings tend to log-normality in the long 
run. The existence of machines having fixed running times will 
only be a disturbing factor in the short period. 


1 This statement and what follows are only strictly true if the number of 
persons, whose potential output is more than x times the geometric mean output, 
is the same in both occupations for all values of x. 
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III 


The next task must be an endeavour to provide some statistical 
verification or disproof of the abstract argument which has been 
given at some length. This attempt gives rise to various difficul- 
ties of a statistical character. The requirement is to find a sample, 
preferably large, of workers engaged in producing exactly similar 
objects. Such a sample ought to be random, i.e., each member 
of the working population should have an equal chance of being 
chosen. The work done must depend solely on the worker, and 
must not be limited by the time of operation of a machine or by 
an inadequate flow of materials. 

In modern industry very few people can be found who are 
doing exactly the same job. A larger number are doing relatively 
similar tasks, but the assessment of their outputs on a comparable 
basis involves value judgments which would seriously affect the 
validity of any deductions that might be drawn. The samples are 
thus inevitably small. 

The workers engaged on a particular job have not an equal 
chance of being drawn from all strata of the working population. 
They are probably selected from a rather restricted field. If a 
certain minimum of intelligence, skill, etc., is required, workers 
below this standard will be rejected by the management at some 
stage, while the workers, whose capacity is not fully used in this 
activity, will either be promoted or will themselves undertake 
more suitable sorts of employment. On the whole, it may be 
expected that the inferior workers will be eliminated more 
thoroughly than the high-grade ones, since the interests of the 
management demand this. In so far as the employing company 
carries out careful and systematic personnel selection, so will the 
field from which the workers come be narrowed still further. 

It might so happen that a group of workers in industry, of 
which the variations in individual output are studied, had decided 
to do a “fair” day’s work for the management and no more. 
In this case, the distribution of daily output is likely to be con- 
centrated about their estimate of the work required, but it must 
be hoped that this state of affairs will be comparatively rare. 

Obviously, we are powerless to do anything about these 
possible difficulties. It must be assumed that the factors deter- 
mining any worker’s occupation are not associated in any marked 
degree with the size of his output in any period. If this assump- 
tion is not justified, the statistical tests used will be invalid. 

If fortune had provided large samples of workers doing the 


same thing, the testing process would be fairly simple. Two 
No. 239.—voL. Lx. KK 
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hypotheses could be set up; (i) that the sample had been drawn 
from a population of workers in which individual output was 
distributed normally; (ii) that the distribution of output in the 
population was log-normal. These two possible distributions 
could then be fitted to the sample data, and the probability of 
each hypothesis could be calculated. It might be found possible 
to reject one or other hypothesis, or simply to say that one appeared 
more probable than the other. 

Although the procedure adopted is roughly equivalent to that 
sketched out, the fact that the samples are small means that the 
fitting of log-normal and normal distributions to the data would 
waste information owing to the necessity of grouping the observa- 
tions in classes. Instead, therefore, measures ! of the asymmetry 
and humpedness of the sample distributions of individual output 
and of the logarithms of output are calculated. Geary and 
Pearson have tabulated? the values of these measures which will 
turn up by chance 1 in 20 and 1 in 100 times in samples drawn 
at random from normal populations for different sizes of sample. 
The mean or expected values of the measures for different sample 
sizes are also known. Thus it may be possible to reject an hypo- 
thesis on some ground or to say that under the circumstances it 
is more probable than another. The method of procedure will 
be clarified by discussing particular applications. 


IV 


In this section, an account will be given of the samples obtained 
and of the deductions that can be drawn therefrom. Each sample 
is denoted by a letter of the alphabet. 

Sample A. In a certain factory thirty-five girls were engaged 
in packing boxes with chocolates. This they did entirely by 
hand, but the supply of chocolates was delivered to them on a 
moving belt. The girls’ positions astride the belt were changed 
each day, since the end positions were thought to receive a 
restricted supply of chocolates. The extent of the control over 





1 If the sample consists of n values 2, %,...- Zn, the two following 
measures are calculated : 
___ mean deviation 12| ts | /{ts., ow 
of) = standard deviation — aei™ — 7” tm |/ \ * rt G Ex) if 


1 25 3 Me 25 9 s ' 
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2 R. C. Geary and E. G. Pearson, Tests of Normality, Biometrika Office, 1938 
(or Biometrika (1935)). 
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variations in output among the girls exercised by the uniform 
speed of the belt is difficult to estimate. 

From information giving the total weekly output and hours 
worked in four successive weeks, the average hourly output over 
the whole period was calculated for each operator. The two 
measures described above relating to the asymmetry and humped- 
ness of the sample distributions of output ard of the logarithms of 
output were obtained. 














TaBLeE III 
| H 1 ( 
umpedness (mean| , 5 
Variate. deviation /standard Asy a | (skew 
deviation). 8). 
Hourly output F ‘ ; 0-858 +0-365 
Logarithm of hourly output 0-853 — 0-067 





Geary and Pearson’s tables disclose that a humpedness, in 
this sense, of 0-878 or higher would occur by chance only 1 in 
100 times if the sample had been drawn at random from a normal 
population. A value of 0-859 or higher would turn up 1 in 20 
times, and a value of 0-848 or higher would turn up 1 in 10 times. 
The expected value of the humpedness is 0-835. Similarly, a 
measure of asymmetry as high as -+ 0-921 would appear only 
once in a 100 times, and a value as high as + 0-621 once in 20 
times; the expected value is zero. 

An hypothesis will be rejected only if the chance is less than 
1 in 20, and so we cannot in this example reject either hypothesis. 
On the other hand, the two measures are nearer their expected 
values for the logarithms of hourly output, and consequently, the 
hypothesis that individual output is distributed log-normally is 
the more probable of the two. 

Sample B. In the same factory as for A sixty-six girls packed 
chocolates in a different way which was easier than the method 
used in A. The data was supplied for the same period, and was 
treated in the same manner. 














TaBLE IV 
Humpedness (mean 
Variate. deviation /standard ane | (skew- 
deviation). ). 
Hourly output . ‘ ‘ 0-796 +0-027 
Logarithm of hourly output 0-793 —0-029 
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TABLE V 
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(Sample size = 66). 





Value of humpedness 


Chances of such values occur- 





Value of asymmetry |... 
(expected value = ring in sample drawn at random 
0-801). (expected value sero). from a normal population. 
. +0-692 or more : 
0-737 or less Bet ogi 1 in 100 
. +0-470 or more . 
0-757 or less { _ a an tone } 1 in 20 
0-767 or less —_ lin 10 














Neither hypothesis can be rejected, but the normal distribution 
is more probable than the log-normal one. 

Sample C. In a tobacco factory, eleven girls packed round 
tins with fifty cigarettes in each tin. Their average output per 
hour was calculated and the customary measures obtained. 


TaBLE VI 





Humpedness (mean 














Variate. deviation /standard wae | (skew- 
deviation). » 
Hourly output ; 0-822 +0-229 
Logarithm of hourly output 0-844 —0-043 
TaBLE VII 


(Sample size = 11). 





Value of humpedness 


Value of asymmetry 


Chance of such values occur- 





(expected value = 3 ring in a sample drawn at ran- 
0-818). (expected value sere). dom from a normal population. 
0-936 or more 1 in 100 
0-907 or more Not tabulated 1 in 20 
0-890 or more 1 in 10 











The above table and extrapolation by eye for asymmetry do 
not enable either hypothesis to be discarded. From the point of 
view of humpedness the normal distribution is more likely, but 
asymmetry favours the log-normal distribution. The test is 
thus inconclusive. 

Sample D. In the same works as C, twenty girls packed 
cigarettes by hand into flat tins holding twenty-five cigarettes. 


TABLE IX 





Humpedness (mean 





Variate. deviation /standard Asy — (skew- 
deviation). ). 
Hourly output . 0-758 — 0-304 
Logarithm of hourly output 0-749 — 0-847 
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The average number of cigarettes packed per hour by each operator 
was computed and the results treated in the usual way. 


TABLE X 





Value of humpedness 
(expected value = 


Value of asymmetry 
809) (expected value zero). 


Chance of such values occur- 
ring in a sample drawn at ran- 
dom from a normal population. 





0-729 or less 


0-698 or less 
0-749 or less 





Not tabulated { 





1 in 100 
1 in 20 
lin 10 





On the grounds of excessive asymmetry, which can be detected 
by extrapolation by eye, the hypothesis of a log-normal distri- 
bution can be rejected, and thus the test decides in favour of a 


normal distribution. 


Sample E. Twenty-one men and twenty-four women were 
employed in making springs in a company manufacturing electrical 




















equipment. The exclusively male and female groups were first 
TaBLE XI 
Humpedness (mean . 
Variate. Group. deviation/standard a (skew- 
deviation). ). 
Male 0-859 +0-136 
Hourly output Female 0-780 +0-547 
Whole 0-789 +0-214 
Logarithm of hourl Male 0-850 — 0-482 
8 went y Female 0-792 —0-014 
ia Whole 0-807 —0-371 
TABLE XII 





Value of humpedness. 


| 
| Value of asymmetry. 


Chance of such 
values occurring 
in a sample 
drawn at random 
from a normal 
population. 





Sample size. 


21 24 45 | 2i 24 45 
Expected value. 
0-808 0-807 0-802 0 0 0 
0-905 0-701 0-724 |) f +1075 +0-825 
or more or less or less - or more or more 
2 —1-:075 —0-815 
3 or less _ or less 
0-877 0-733 0-749 |{ -_ S +0:720 +0-560 
ormore or less or less € ormore or more 
M4 —0:720 —0-560 
z, or less or less 
0-863 0-752 0-762 —— —- 
ormore orless  orless |J L 











1 in 100 


1 in 20 


lin 10 
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treated separately, and then, since the average output per hour 
in the week concerned was found to be significantly different for 
men and women, the sample was taken as a whole, with the differ- 
ences in output due to sex eliminated. In other words, the 
distribution of variations of output about the appropriate sex 
mean was examined. 

In the purely male group humpedness favours a — 
distribution and asymmetry a normal one. In the female group 
both measures favour the hypothesis of selection from a log- 
normal distribution. Taking the whole sample together, the test 
is inconclusive in the same way as for the male part alone. 

Sample F. In the same firm as that for ZH, seventy-three 
operators were engaged on bank wiring. Seventy-two of the 
workers were women, and one was a man. Probably the man 
should have been excluded from consideration in order to achieve 
homogeneity, but in the event he was not. The information 
obtained related to a single week, and the average hourly output 
of each operator was calculated. The customary analysis yielded 
the following results : 


TaBLe XIII 








| Humpedness (mean 
deviation /standard | 
deviation). | 


Asymmetry (skew- 


Variate. 
ness). 














Hourly output ; | 0-828 +0:480 
Logarithm of hourly output ‘ | 0-818 —0-471 
TaBLeE XIV 
(Sample size = 73.) 








Value of humpedness | 
(expected value = | 
0-800). 


Value of asymmetry 
| (expected value zero). 


Chance of such values occur- 
ring in a sample drawn at ran- 
| dom from a normal a population. 





re 0: 659 o or more 





0-854 or more It iit eee Teams > 4 1 in 100 
0-840 or more bee pe gg }| 1 in 20 
0-832 or more — | lin 10 





Both hypotheses can be rejected on grounds of excessive asym- 
metry, but that of a log-normal distribution is more probable than 
the other. 

Sample G. In the closing room of a shoe factory, the output 
of twelve female top-stitchers was recorded over a period of six 
weeks. In this instance the ages of the operators were also 
known, and, to prevent the age distribution of the workers in the 
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sample producing a peculiar result, that part of the variation in 
output due to age differences was eliminated. Although in this 
particular sample the association between age and output would 
not on its own be adjudged significant, other evidence suggests 
that in the working population as a whole such an association 
exists. 

Output per hour was not measured directly, but as average 
piece-rate earnings in pence per hour. With an operator of 
twenty years of age earning on the average 2s. 4d. per hour, the 
elapse of each year would be expected to reduce her earnings by 
0-023d. per hour. An independent calculation using the logarithms 
of output shows that each year the average operator’s output per 
hour may be expected to fall by less than 75%. 

Having disposed of age differences, the measures calculated 
were :— 


TABLE XV 





| 

| Humpedness (mean | Aaymmetry (show 

Variate. | deviation /standard | SY pte y ow- 
deviation). 8). 








| 
| 
| 
| 
| 
| 





Hourly output : ‘ 0-766 | — 1-668 
Logarithm of hourly output 0-758 | —1-791 
TaBLE XVI 


(Sample size = 12.) 





Chance of such values occur- 


Value of humpedness | 
ring in a sample drawn at ran- 


(expected value = 





Value of asymmetry 
| (expected value zero). | 





0-816). | , dom from a normal population. 
0-671 or less | | 1 in 100 
0-717 or less Not tabulated 1 in 20 
0-742 or less 1 in 10 





Extrapolation by eye suggests that both hypotheses can be 
discarded owing to the extent of the asymmetry, but of the two 
distributions the normal one is the more probable. 

Sample H. Nine women operators were employed winding 
armatures of identical pattern. Their average hourly output 
over a four-week period was obtained and their ages were known. 
Despite the very small size of the sample, there was an almost signi- 
ficant association between age and hourly output. From the 
age of twenty the average hourly output of about 9-5 armatures 
would be reduced on the average by 0-037 of an armature every 
year. Or, looking at the matter proportionately, hourly output 
would fall each year by about $% on the average. 
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After the effects of differing ages had been eliminated, the 
results were as follows : 








TaBLE XVII 
Humpedness (mean 
Variate. deviation /standard age | (skew- 
deviation). ; 
Hourly output Bs . 0-890 +0-513 
Logarithm of hourly output . ; 0-885 +0-506 











In Geary’s and Pearson’s tables no values are given for this 
size of sample, but extrapolation by eye shows that neither 
hypothesis can be rejected. The log-normal distribution is the 
more likely one. 

Sample I. In a gramophone-record factory twenty-four men 
were operating record presses. This sample does not fulfil the 
requirements laid down, since each record must remain in the 
press for a fixed curing time, and the speed of work is thus not 
wholly under the operator’s control. 

Average outputs per hour over a period of four weeks were 
calculated and treated in the usual way. 


TaBLE XVIII 

















Humpedness (mean : 
Variate. deviation /standard Asy oe | (skew- 
deviation). ann. 
Hourly output ‘ ‘ . 0-869 +0-369 
Logarithm of hourly output 2 ; 0-878 +0-240 
TaBLE XIX 


(Sample size = 24.) 





Chance of such values occur- 


Value of humpedness 
ring in a sample drawn at ran- 


7 
(expected value = Value of asymmetry 


(expected value zero). 





0-807). dom from a normal population. 
0-894 or more 1 in 100 
0-871 or more Not tabulated 1 in 20 
0-859 or more lin 10 











Extrapolation by eye must again be used and the test is incon- 
clusive, humpedness favours a normal distribution, but asym- 
metry a log-normal distribution. 

Sample J. Twenty-five male packers were engaged in packing 
toilet requisites, photographic goods, stationery, surgical dressings, 
etc., into cartons and cases. The cases were collected from a 
central point in the department and then filled with goods and 
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packing straw. They were fastened and labelled ready for trans- 
port outward. 

This sample does not satisfy the requirement of homogeneity 
of output, but a system of points was used based on an estimate 
of the average time for each kind of job. Output in points was 
calculated for each operator for a standard 8}-hour day based 
on information collected over a four-week period. The sample 
differs from the previous ones in that the men were paid time- 
and not piece-rates. 

The age of each operator was known, and the effects of differ- 
ing ages were removed. With the average output per standard 
day of about 148 points for a worker of twenty, the average fell 
by 0-55 of a point per day for each additional year of age. Using 
proportions instead of absolute changes, average output per 
standard day fell by 2% a year. 


TABLE XX 





Humpedness (mean | 
Variate. deviation /standard 
deviation). 


Asymmetry (skew- 
ness). 





; | 0-787 | +0-619 
| 0-803 +0-235 


TABLE XXI 


Daily output . ‘ 
Logarithm of daily output 








Chance of such values occur- 
ring in a sample drawn at ran- 
dom from a normal population. 


Value of humpedness 
(expected value = 
0-806). 


Value of asymmetry 
(expected value zero). 





0-704 or less 


+ 1-061 or more : 
{ —1-061 or less } 1 in 100 
9-735 or less { en pod ma oe 
0-752 or less fame lin 10 
| 











Neither hypothesis can be discarded, but a log-normal distribu- 
tion is the more likely one. 

Sample K. The details concerning this sample were kindly 
supplied by Professor Sir F. C. Bartlett, C.B.E., F.R.S., Director 
of the Psychological Laboratory, University of Cambridge.! 
A test was devised in which a person had to repeat a cycle of 
operations similar to those performed by workers in light industry. 
Each person who underwent the test had no practice, and did not 
know that it was to last 30 minutes. The number of operations 
completed in this time by the hundred and seven airmen, sailors, 


1 The data were collected experimentally by Miss Ruth Brown for purposes 
which were not concerned with the particular aims of my investigation. 





504 THE ECONOMIC JOURNAL [SEPT, 


undergraduates, B.O.A.C. employees, etc., who did the test varied 
from 28 to 342. 

The age-distribution of the sample was peculiar, and it was 
therefore essential that variations due to this should be removed. 
There was a significant association in the sample between age 
and the number of operations completed. With the average 
number of operations for a man of twenty approximately equal 
to 142, each year of age above this reduced the average by 0-62 
of an operation. Alternatively, the passage of one year reduced 
the average number of operations completed by 2%. 


TABLE XXII 





| Humpedness (mean | 
Variate. | deviation /standard | 
| deviation). | 


Asymmetry (skew- 
ness). 





Output in 30 minutes ; «| 0-749 +0-903 
Logarithm of output in 30 minutes . | 0-781 —0-537 








TaBLE XXIII 
(Sample size = 107.) 





Chance of such values occur- 
ring in a sample drawn at ran- 
dom from a normal population. 


Valu of tumpednes | Vai of egmmetry 
: 0-800). (expected value zero). 





1 in 100 


0-749 or less { 


+0-550 or more 
— 0-550 or less } 
0-765 or less ies pot ong 1 in 20 


0-773 or less | ah | 1 in 10 








Here there are very strong grounds for rejecting the hypothesis 
of a normal distribution, since the values of both measures could 
occur by chance less than once in a hundred times. The hypo- 
thesis of a log-normal distribution could also be rejected, although 
less emphatically, because of excessive asymmetry. 


V 

The evidence is certainly confusing, with varying results 
being given by the analysis of the different samples. It should, 
however, be emphasised that the sample K differs in important 
respects from all the others. No selection, such as is probably 
at work in industry, operated in the laboratory test. There is 
no reason to believe that there was any systematic restriction of 
output. In the samples drawn from industry the selective pro- 
cess is likely to exaggerate asymmetry, whereas the motivation 
towards the production of a given output by all workers will 
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diminish it. It seems reasonable that the evidence of sample K 
should be treated with more respect than that of the other samples. 

Theoretically it is possible to combine all the samples so that 
the two hypotheses can be tested on all the evidence at once, but 
in practice such an attempt would entail an enormous burden of 
computation. We must rest content with less sophisticated 
methods of analysis. 

Out of the twelve different samples (counting H as two) in 
three cases the hypothesis of a normal distribution can be rejected, 
while that of a log-normal] distribution could be discarded in four 
instances. Judging by the criterion of humpedness alone, the 
normal hypothesis is more probable on five occasions and the log- 
normal hypothesis on seven. Using asymmetry alone as the 
test, the normal hypothesis is more likely in four cases, and the 
log-normal hypothesis in eight. Possibly this suggests that the 
evidence is slightly more in favour of the log-normal distribution. 

Considering the distribution of hourly output (or its equivalent), 
in ten cases out of twelve the asymmetry is in the same direction, 
i.e., the longer tail is at the upper end of the distribution. With 
the logarithms of hourly output, the asymmetry is in the same 
direction in nine instances but the longer tail is the lower one. 
This would seem to suggest that the speed of output is distributed 
asymmetrically, but not to the extent that applies to a log-normal 
distribution. 

Before, however, output per hour can be related to earnings 
in a more lengthy period, the distribution of such things as hours 
worked, different variations in speeds over time for different 
workers, the incidence of ill health and of many other factors 
must be brought into the picture. Even if output per hour does 
not approximate very closely to the distribution of yearly earnings 
the distribution of output per year may well do so. 

Undoubtedly few positive deductions can be made as a result 
of this investigation, but it is clear that empirical evidence of the 
tendency for linear measurements in nature and Intelligence 
Quotients to be distributed normally forms an inadequate 
platform from which to attack the present (or the past) inequality 
of incomes. 

A. D. Roy 


Cambridge. 





THE UNITY OF POLITICAL AND ECONOMIC 
SCIENCE 


1. Tuts article will put forward the view that Economic and 
Political Science are the same in kind : that when we do eventually 
obtain a “satisfactory ” Political Science it will have the same 
distinguishing marks as Walras’ Eléments or Pareto’s Manuel— 
or perhaps Marshall’s Principles, with the admixture of the 
rigorously formal and the descriptive treatment—rather than 
those of the existing texts in Politics| And the core of the 
treatment, we hold, will consist of a set of formal or mathematical 
propositions. 

2. The main reason which I can give in substantiation of this 
view is that it is possible, using terms which are precisely those 
of Economic Science, to construct a Theory of Committee De- 
cisions.2, In getting a theory of the committee, however, it is 
clear that we at the same time get a sufficient means to construct 
a Theory of Politics. All that is needed for this is to construct 
a theory of the committee that is sufficiently comprehensive. 
When this has been done we can deduce from the schedules of 
valuation of the individuals in the community, taken in con- 
junction with the election law which is initially existent, which 
Members will be elected to Paliament (and which representatives 
will be selected for local-government councils). But Parliament 
is itself a bicameral committee; its workings will therefore be 
covered, as will those of the cabinet, which is a committee requir- 
ing unanimous decisions on the part of its members. The party 
machines are again committees which help to determine the 
transactions inside Parliament; and their workings, too, can be 
examined in terms of a theory of committees. At the highest 
level, international agreements are reached by committees which 
again require unanimity in their decisions. 

Admittedly the theory which has been given so far would not 
cover the workings of all committees; but this can be done by an 
elaboration of the same kind of theory, which, in principle, is 
capable of covering all types of committee action. 


1 We distinguish between Politics, the science, and politics meaning political 
phenomena, by the use of the capital letter; and similarly in other cases. 

2 Cf. Black, ‘‘ The Rationale of Group Decision-Making,” Journal of Political 
Economy, February 1948, and ‘“‘ The Decisions of a Committee Using a Special 
Majority,” Econometrica, July 1948, for the outlines of such a theory. 
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A theory of committees seems to be obtainable; and, if so, we 
argue, a Theory of Politics. And the essential features of a 
Theory of Politics obtained along these lines will be those of a 
theory of committees. But, as we will proceed to show, these 
essential features are precisely those of Economic Science. Indeed, 
if we accept the view that a Politics can be developed out of the 
theory of committees, then Political Science and Economic 
Science would appear quite definitely to be two branches of the 
same subject. In particular, we can specify that they make use 
of the same language, the same mode of abstraction, the same 
instruments of thought and the same method of reasoning— 
because this is true of the theory of committees and of Economic 
Science. 

3. The use of the same terminology in the two sciences perhaps 
goes farther than anything else to prove their fundamental 
identity : this because one’s thinking is largely conditioned by the 
means of expression at command, and language permeates 
thinking to its innermost core and in all its recesses. The im- 
portance of language is evident enough when the stage has been 
reached of giving an intelligible formulation to the results arrived 
at: the degree of success achieved in presenting the system of 
thought will largely depend on the adequacy of the technical 
terms employed. But before the stage has been reached of 
making explicit the results of such thinking as has already been 
carried out, a language, if it were really suitable to the subject, 
would direct the mind at the beginning of thought to those 
elements in the situation which are significant, would suggest to 
the imagination and intellect the actual or possible inter-relations 
between the elements, and would enable one to “‘ fumble one’s 
way gently and patiently through the problem.”” Thus the ade- 
quacy of a Political Science developed as we suggest, will depend, 
among other things, on how far economic language—for the 
language of the theory of committees comes entirely from Econo- 
mic Science—can first capture and then make explicit, thoughts 
which relate to a field other than Economics, viz., to Politics. 

Now if Economics and Politics were separate and distinct 
subjects, such a use of language would certainly be disadvantage- 
ous. If, however, Political Science were really one with Economic 
Science, far from the use of the borrowed vocabulary being a 
draw-back, it would be a help. Economic Science has been built 
up progressively and continuously over two centuries; it has 
worked its way through to a language which has laid an always 
firmer grasp on the concepts necessary for thought; the progress 
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has been made by a succession of distinguished thinkers, each 
taking over and developing the work of his predecessors. Politica] 
Science,! on the other hand, has been little cultivated; its lists 
contain few names of a lustre similar to those of Economics; it 
has nothing to show of the same continuity of development as 
Economics. In the one science the heritage of language is much 
richer, of greater pliancy and exactitude than in the other. 

If it is legitimate for Political Science to make use of this 
heritage of language and concept, it should be to its immediate 
and considerable advantage. We ourselves have been led to the 
belief that it is, by finding that the problems of committees could 
be resolved by a use of economic language that was quite natura] 
and unforced. From the explanations that we go on to give it 
will become clear that this means of expression has determined 
the crucial steps in breaking down the problem into its elements. 

4. To get the very complex materials with which they deal 
sufficiently simplified to be dealt with in thought, both sciences, 
Economics and Politics, have to abstract from the situations met 
with in practice; they must deal only with certain aspects of the 
situations and disregard the others. First, they must find the 
answers to the simpler problems; and after that, with a 
lesser degree of abstraction, they can pass on to consider the more 
complex problems. In doing this Politics will make use of what, 
in virtue of its earlier historic development, can be referred to as 
the economic mode of abstraction. 

One feature of this is that the treatment is often of the “ time- 
less ’’ variety : time does not enter into the equations used. In 
the theory of the market or of marginal productivity, for instance, 
the data are assumed to remain unchanged until such period as 
equilibrium is attained; and after that, with the persistence of 
the same data, the position of equilibrium will remain unaltered. 
Similarly, in dealing with committees many of the basic theorems 
are obtainable by assuming data that don’t alter with time and 
examining the positions of equilibrium that will be reached. 

But in neither subject is this a necessary limitation. Rather 
it is a simplifying device used to obtain the broad outlines of an 
answer. When a further degree of approximation to reality is 
needed, or when certain problems come to be investigated, time 
must be taken into account. The same means of doing this exist 
in both subjects, and the same difficulties arise in both.” 

1 Though not Political Philosophy. 


2 Cf. P. N. Rosenstein-Rodan, ‘“‘ The Role of Time in Economic Theory,” 
Economica, N.S., Vol. I, 1934. 
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5. The most important feature of this mode of abstraction, 
however, is that in both sciences the individual is represented by 
his schedule of preferences. 

Economic Science looks on the various phenomena with which 
it deals as the outcome of the valuations placed upon goods and 
services by the individuals concerned. The number of men 
employed in a particular factory, their length of working-day 
and the output of the factory are shown to be related to the 
scales of valuation of the consumers of the good that it manu- 
factures, to the scales of the members of the board of directors 
and of the workmen concerned. 

If we were to examine the matter further, we might find that 
the scales of valuations of each individual in any of these classes 
could be correlated with various other phenomena. The con- 
sumer’s valuations might be found to be related to his native 
constitution, physiological and psychological, to the kind of 
house in which he lived or to his family circumstances. And the 
firm’s output of the commodity would certainly depend on the 
existing state of technology, e.g., on the existing knowledge of 
Chemistry. Other branches of Economics or other branches of 
science may examine the influence exerted by technology on the 
output of the firm, or the influence of family circumstances on 
the schedule of preferences of the consumer, but Economic 
Science itself does not do so. It does not inquire by what events 
in the realm of fact these preference schedules have come to be 
what they are. 

So also it would be possible to relate the structure of a country’s 
industry, the scale of its engineering, shipbuilding or cotton 
industries, to the deposits of minerals in it, its climate or its geo- 
graphical position ; and all of this would be enormously important, 
quite vital, indeed, for an understanding of the country’s position. 
The student of Economics who was without this knowledge 
would be like the physicist who was born with a knowledge of 
Einstein’s theory but had never had the advantage of walking 
over fields or seeing tides or measuring a table with a yardstick. 
It is quite safely assumed that the physicist studying Relativity 
has in fact measured tables and has seen electric cells and resis- 
tances and the other paraphernalia of his science, and that the 
student of Economics is acquainted with the importance that the 
existence of coal deposits or the possession a seaboard has for a 
country’s economy. These effects are a proper subject of study, 
but this part of the study would belong to Descriptive Economics 
or other branches, and not to Economic Science itself. 
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The position of Political Science is exactly similar. Political 
Science, too, accepts the scales of valuation of the individuals 
concerned as being among the data of its problem. A knowledge 
of the economic system of the country, of its racial composition, 
its political and social traditions, its complicated political history, 
would be necessary to an understanding of its political system. 
But such topics as these would fall within the discussion of other 
branches of Politics, not of Political Science itself. This is a 
hard saying. Only the student familiar with the methods of 
reasoning of the various sciences would agree that the Science of 
Politics should accept as its data the scales of preferences of 
individuals. Yet it is so. 

6. Consideration of technology lies outside Economic Science 
as it does outside Political Science, but the technological facts, so 
far as they are known from the past or guessed at for the future, 
play their part in the formation of the individual’s scales of 
preferences. Here the issues which arise are not obviows, and we 
may examine them further. 

In economics some of the technological facts are definitely 
known by the people concerned. The effect of combining specified 
quantities of iron and coal in producing steel are known from the 
numerous instances of this which have occurred in the past. The 
manner in which it is possible to produce a steel plate using differ- 
ent kinds of machinery and different quantities of labour and raw 
materials can be accurately stated. As a result of the numerous 
experiments and accumulated experience of the past, the technical 
possibilities entailed in the production process are often known 
beyond cavil. So long as we confine ourselves to the realm of the 
purely technical, the possibilities which are open, and from which 
one must be selected, will often be definitely enough known to all. 

In politics there is rarely or never this measure of agreement. 
Facts rarely or never recur in the exact form which they had in 
the past. The ingredients in the situation are usually different, 
or combined in different proportion from what they were in the 
past. Taking a simple illustration, if a college curriculum is 
being revised by a committee, the members will have before their 
minds a knowledge of past curricula of this and other colleges 
with which they have been acquainted, but some will have been 
acquainted with some curricula, others with others; the experi- 
ence on the basis of which they are choosing will be different for 
the various members. The committee member who has had 
the opportunity of witnessing each of two curricula in operation 
may even be uncertain as to what the effects of one have been by 




























































1950] THE UNITY OF POLITICAL AND ECONOMIC SCIENCE 511 


comparison with the other. The effects of political adjustments 
cannot be specified in terms of lbs. weight, and rarely can be 
specified definitely in terms of £s of profit or loss or other numerical 
measures. ~ The individual is left to read general effects as well 
as he can, when often they are of a type which is difficult to observe 
correctly, and rarely will he feel that he knows accurately what 
they have been. When he tries to communicate such knowledge 
as he has to others, he is unlikely to succeed beyond the first few 
steps; he cannot specify effects in numerical terms, and his 
listeners, relying on their own experience of similar instances, may 
believe that his reading of experience has been mistaken. Beyond 
that, the milieu in which any proposed changes have to be intro- 
duced will be different from the old; and the old ingredients in a 
new medium might give rise to different effects from those of the 
past, even if it had been possible to specify these effects correctly 
and in a way which was accepted as true by all. The facts of 
political technology, therefore, are much more elusive and less 
knowable than some of the facts of economic technology. 

7. But the line of demarcation between Politics and Economics 
is not hard and fast. In economics, too, some facts are difficult 
to specify and can only be guessed at. If, for example, the pro- 
posal is to establish a factory to manufacture a certain good, the 
costs of manufacture, the quantity of sales and the price of the 
product will all be uncertain; and if it is a joint enterprise to 
be undertaken by several people, each person concerned will enter- 
tain a different expectation of the outcome, the view taken by 
each being dependent on his past experience, his intellectual or 
imaginative abilities and on the degree of optimism of his tempera- 
ment. The facts lie in the future and must be guessed at : many 
events which will be of vital importance to the success of the 
enterprise can only be visualised dimly, if at all. Each person 
must exercise his choice in a realm in which he can have an opinion 
as to what the alternatives are as between which he can choose, 
but he has no definite knowledge of these alternatives. While, 
therefore, there is often a greater certitude attaching to economic 
judgments than to political, this is not always the case. There is 
a difference in the degree of knowledge of the outcome of the 
various lines of action which might be chosen, this knowledge often 
being greater in economics than in politics; but there is no 
difference in principle between the economic and political esti- 
mates which people must make. Technological factors play the 
same role in the formation of preference schedules in both economic 


and political choice ; and both Economics and Politics leave these 
No. 239.—vo.. Lx. LL 
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factors to be discussed outside the pure science which deals with 
the subject. In either case, for the pure science it is enough that 
we represent the individual by his schedule of preferences. 

8. Apart from the schedule of preferences, the other main 
instrument in the two sciences is the conception of equilibrium. 

In Economics, from the time of Adam Smith onwards, the 
question asked has been : What are the characteristics of economic 
equilibrium in the particular case concerned? Even in asking 
the question which the science is an attempt to answer, it is pre- 
supposed that a concept of equilibrium has been, or can be, 
found. 

In Politics the question which should be asked, so far as I can 
see, is: What are the characteristics of political equilibrium in 
particular cases? Or, more exactly: What characteristics of 
political adjustment can be formulated in terms of a theory of 
relative valuation and in terms of a concept of equilibrium? If 
this really is the problem with which the science is concerned, it 
becomes apparent that the whole nature of Political Science 
derives from the question asked. But this question is only a 
minor modification of that asked by Economics; and the answer 
to it would plainly be the same in kind as that given by Economics. 
To the extent that we accept this as a satisfactory statement of 
the problem with which Politics deals, we will expect Political 
Science and Economic Science to share a common nature; for 
the nature of a science is predetermined by the question to which 
it is an answer, and both Politics and Economics seek to answer 
practically the same question. 

9. It might, of course, have been true that the conceptions of 
equilibrium in the two sciences were significantly different. After 
all, equilibrium in Physics or Chemistry means something very 
different from what it does in Economics. 

Let us examine the matter. In Economics, although the 
conception has been differently treated by different authors, always 
the underlying idea has been that equilibrium results from the 
equality of demand and supply. 

In Political Science the motions before a committee stand in 
some definite order on the scales of preferences of the members. 
Equilibrium will be reached through one motion’ being selected as 
the decision of the committee by means of voting. The impelling 
force towards having one particular motion selected will be the 
degree to which the members’ schedules, taken as a group, rank 
it higher than the others. The barriers to its selection will be of 
two kinds. On the one hand, there is the degree to which the 
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group ranks other motions as high as, or higher than, the motion 
concerned. And on the other, there is the particular form of 
committee procedure in use; and it can be shown that with a 
given group of schedules, one procedure will select one motion, 
while another procedure will select another.1 If so, equilibrium 
in Politics is ‘ the resultant of tastes and obstacles ”; and these 
are the words Pareto used of equilibrium in Economics. 

Thus each science uses a different definition of equilibrium ; 
but the underlying conceptions are the same in kind. The 
position is that we get from the one science to the other by the 
change of a single definition. 

10. This provides us with a criterion to distinguish between 
economic and political material. If the pure theory appropriate 
to the case makes use of preference schedules, the phenomena will 
be either economic or political. If the definition of equilibrium 
employed relates to equality of demand and supply, the pheno- 
| mena will be economic in nature; if it relates to equilibrium 
| attained by means of voting, they will be political. 

11. In both sciences the fundamental requisite is to give an 
account of the relations which, in conditions of equilibrium, 
| necessarily hold between the elements; and in both the most 
general type of theory would be formulated in terms of Mathe- 
| matics. This has its disadvantages,? but it is only by mathe- 
matical logic that we are able to deal with a number of inter- 
dependent variables, each influencing and being influenced by the 
others. To begin with, however, progress in the formation of a 
Science of Politics is likely to take the form of a number of studies 
in “ partial analysis.” This would employ only two or three 
| variables, and would be expressible in terms of Geometry. 

12. As in Economics, it would be possible, at least in principle, 
to fit data from actual situations to the theory obtained; and 
correspondence of the conclusions of the theory with political 
reality could be tested for empirically. 

13. The pure theory would enable us to work out the effects 





































1 Cf. Black, op. cit., Econometrica, July 1948, pp. 256-7 and 261. My articles 
“The Election of Candidates in Single-Member Constituencies’ and ‘‘ Some 
Theoretical Schemes of Proportional Representation,” Canadian Journal of 
Economics and Political Science, May and August 1949, are elaborations of the 
statement. 

2 Apart’from the difficulty of understanding Mathematics, which everyone 
feels and some people feel acutely, there is the drawback that much of the exist- 
ing Mathematics was developed to deal with physical problems and is not well 
adapted to deal with the human sciences. In time a new Mathematics will be 
invented. Cf. Hans Mayer, ‘‘ Der Erkenntniswert der funktionellen Preis- 
theorien,”’ Die Wirtschaftstheorie der Geg t, Vol. II. 
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of any given change in the political circumstances. The initial 
state of equilibrium, before the change was introduced, would be 
examined, and when the data had been altered so as to incorporate 
the given change, the new state of equilibrium would be examined. 
The set of differences between these two states of equilibrium 
would give the effects of the assumed political change. Here, it 
must be added, the effects of any given change might be very 
different according to the context into which it had been intro- 
duced. Sometimes a small change in the data might give rise 
to far-reaching changes in the final state of equilibrium; at other 
times a considerable change in the data could be introduced with 
little or no effect on the resulting equilibrium. The method by 
which the effects of such political changes would be traced is that 
familiar in Economics as the method of comparative statics.! 

14. Reasoning throughout both sciences, therefore, seems to 
me to be nothing short of identical in kind, and we draw the 
conclusion that Economics and Politics really form two branches 
of the same subject. Each relates to choosing of some kind, and 
it might seem that a suitable title for the subject that includes 
both would be the Theory of Choices; but if such a title were used, 
too much would be brought under it: Ethics, in one aspect, is 
a theory of choice, and the Theory of Permutations and part of 
the Theory of Probability is again a theory of choice. On these 
grounds it would seem preferable to refer to the wider subject, 
which includes both Economics and Politics, as being the Theory 
of Economic and Political Choices. 

Duncan Buiack 
Glasgow University. 
1 In this article we make no attempt to deal with the relationship of an 


Applied Politics to a Pure Politics. The problems which arise are of a different 
order from those dealt with here and would require a separate treatment. 























EMPIRICAL RESEARCH AND THE MARGINAL 
ANALYSIS 


THIS paper attempts to solve an apparent hopeless contra- 
diction between economic theory and practice. In theory 
marginal cost (m.c.) always equals marginal revenue (m.r.). In 
practice it never does. I hope to show that the several difficulties 
are only apparent. 

1. Definitions. Costs or factors of production (hereafter 
called simply “ factors”) may be classified into the following 
pairs : 

(a) Variable and fixed,} the fixed factors being those which 
within some arbitrary period of time cannot be varied. This 
distinction is identical to that between partial and total 
adaptation (p.a. and t.a.).2_ We shall call the marginal cost 
of one more unit of product m.c. (t.a.) and m.c. (p.a.) accord- 
ing as the fixed factors are changed in order to produce it or 
not, respectively. 

(b) Long and short run. This is not the same as the fixed/ 
variable distinction, for it is not necessary that fixed factors 
be altered, or indeed that alterations in them be considered, 
inthe longrun. Inthe long run (l.r.) it is possible for the cost 
of a certain combination of factors to be greater than it is in 
the short run (s.r.): for instance, machinery can be worked 
very profitably in the s.r. without maintenance, but in the 
l.r. the costs of this procedure are very high. There are realiy 
two distinctions here: a course of action may involve no 
disadvantages if pursued for a short period only, but be very 
expensive if persistently pursued, and such a case is the over- 
working of machinery; or there may be delayed effects of 
even short once-for-all actions which raise their real cost. 
For instance, to demand overtime of the workers one evening 
without warning may have no effect at the time, but result in a 
strike much later. But the main point is that l.r. decisions 

1 The distinction drawn by Mr. P. Lyle (Regression Analysis of Production 
Costs, p. 80) between ‘‘ overheads ’’ meaning office expenses and ‘‘ factory fixed 
costs’? meaning plant, etc., is not used here. Mr. Lyle’s factory fixed costs are a 
distinctly curious concept, as they include the cost of power. Cf. National 
Bureau of Economic Research (N.B.E.R.), Cost Behaviour and Price Policy, 
pp. 54-7. There is, of course, no connection between fixed costs and rigid costs. 


* Partielle and totale Anpassung. E. Schneider. Theorie de Production, 
ch. 2, sec. 2. 
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do not necessarily affect fixed factors, and that divergences 
between I.r. and s.r. costs and revenue can occur without any 
alteration in the fixed factors occurring. S.r.m.c., then, is 
not the same as m.c. (p.a.), as in most formulations. There is 
an s.r.m.c. (p.a.) and an Lr.m.c. (p.a.) according as the 
ultimate disadvantages of overworking the machinery, etc., 
are neglected or taken into account. There is also an I.r.m.c. 
(t.a.), but the concept s.r.m.c. (t.a.) appears to be empty of 
meaning. It is of the utmost importance for this analysis 
that the p.a./t.a. distinction is not the same as the s.r./L-r. 
distinction. It is on this very simple addition to the “ tools ” 
of economics that much of the reconciliation of theory and 
practice depends. 

(c) Direct and overhead. The distinction between these is 
a mere accounting convenience, those costs being called 
direct which accountants succeed in dividing in different 
proportions between the units of output according to how 
they suppose each unit “‘ causes ”’ the cost; while overheads 
are the remaining costs which are lumped together and 
spread by some rule of thumb. Thus the use of a crane 
in an engineering workshop could be accurately costed so 
that only heavy articles actually requiring its use made 
any contribution to its upkeep; but it might be more econo- 
mic to sack the accountant concerned and spread the charge 
arbitrarily. A good, or an officious, accountant could make 
almost every cost direct ; a small shopkeeper, who has neither 
the time nor the intellectual capacity nor the need for 
such elaboration, calls every cost an overhead except the 
simple invoice cost of the articles he sells. Very commonly, 
both among economists and in real life, ‘ direct’ and 
“ overhead ”’ mean the same as variable and fixed, and there 
is no simple expression corresponding to the distinction made 
by the accountant’s arbitrary practices. From this follows 
the tendency to confuse the accountant’s distinction with the 
real one. The meanings assigned to “ direct ’’ and “ over- 
head ”’ here are idiosyncratic, but I think useful. Had Mr. 
Lyle distinguished “‘ overhead ” from “ fixed ’”’ he would not 
have called power a fixed cost. 

(d) As to marginal cost, m.c. (p.a.) then differs from total 
variable cost in that it excludes those factors which although 
variable are not immediately relevant to producing more or 
less. Thus it is possible quickly to sack a typist in the head 
office, but it is of no assistance in decreasing production by 
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one unit: she is not therefore a marginal cost (p.a.). M.c. 
(p.a.) covers those factors which within the arbitrary fixed 
period must be taken on (may be sacked) in order to produce 
more (less). M.c. (t.a.) covers all factors including those 
factors like typists which under p.a. are non-marginal, though 
they can be immediately hired or fired. 


All these pairs of distinctions are, of course, more or Jess 
arbitrary. In particular, (w) and (b) depend upon an arbitrarily 
chosen, notional period of time. 

2. The facts. (a) The full cost principle arises out of the first 
recorded attempt by economists to abandon speculation and 
conscientiously seek for the facts about price fixing. Research 
is still quite incomplete, and the results do not rest upon conclusive 
evidence and may be disputed.!_ Nevertheless, my understanding 
of them, helped out in some cases with common-sense assumptions, 
is as follows. S.r.m.c. (p.a.) is an average concept to the entre- 
preneur, who is not normally concerned with rises or falls in it. 
The reason for this is that the average is pretty constant in 
practice, so that no distinction between marginal variable cost 
and average variable cost really arises. The alternative name 
proportional cost shows this well—variable cost is thought to be 
(linearly) proportional to output. Fixed costs are, of course, by 
definition constant under p.a., and have merely to be borne by 
more or fewer units of output. Therefore there is nearly always 
decreasing average total cost under p.a. Therefore s.r.m.c. 
(p.a.) < 8.r.a.c. (p.a.).? 

But is it really true that s.r.m.c. (p.a.) never rises? Both 
common sense and evidence show that it is not, but objectors to 
the full cost principle fail to see that the undoubted fact of 
ultimately rising s.r.m.c. (p.a.) is almost irrelevant to price fixa- 
tion. Although it is obviously possible to produce enough to make 


1 Supporters of the orthodox marginal analysis must, however, do more 
than merely show the unreliability of the full-cost evidence. They must show 
it to be actually wrong, and that their own theory, out of all other conceivable 
ones, is actually right. So far I am aware of no evidence whatever for the 
marginal analysis. 

2 Evidence for this paragraph: C. Saxton, Economics of Price Determination, 
ch.6; P. W.S. Andrews, Manufacturing Business, ch. 3; P. Lyle, op. cit., p. 109; 
J. Dean, American Economic Review (Papers and Proceedings 1948), p. 160; 
and the lists of studies quoted by H. Apel, American Economic Review, Decem- 
ber 1948, N.B.E.R., op. cit., pp. 90-109. 

The break-even chart taught in American schools of business, and used by 
certain firms, is also good evidence (cf. Dean, ibid.; N.B.E.R., op. cit., pp. 102- 
9). The total cost line on this chart is normally linear, implying constant marginal 
cost (see Fig. 6). 
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s.r.m.c. (p.a.) rise, it is never profitable because the I.r. cost of 
doing so is prohibitive. The course of the s.r. cost curves with 
p.a. is normally that of Fig. 1. The s.r.m.c. (p.a.) curve is 
either quite flat or falls! a little at first and then goes flat or 
gently upwards for a long stretch. Finally, it turns sharply 
upwards; this represents the cost of overtime, improvised methods 
of overcoming bottlenecks, emergency purchases of raw material, 
etc.2_ The s.r.a.c. (p.a.) curve falls steeply and then flattens out 
into a gentle decline, and is more or less asymptotic to but always 
above s.r.m.c. until the latter’s sharp upturn. Planned produc- 
tion lies somewhere along the stretch of flat s.r.m.c. (p.a.), say at 
X, and this is the optimum long run use of the plant.* If now 
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achieved production exceeds planned production, or capacity, 
the firm will still in all probability be on this stretch, and will 
benefit by having a.c. lower than expected (because it has spread 
its overheads). But in the long run this situation is unecono- 
mical, for it implies persistently producing at a point where the 
factors are not in an Lr. least-cost combination. Now this is at 
first sight strange : for surely the least-cost combination is not in 
fact at X but at Y, where average cost is lowest? But this is not 
so, for two reasons. First, s.r.m.c. (p.a.) is rising sharply at Y, 
due to overtime, overloading of plant, emergency extra purchases, 
overstrain of managerial staff, possibly even the use of manual 
labour to supplement mechanised bottlenecks, etc. And these 
things cost more in the long run than in the short (assuming 
always p.a.), for eventually they mean extra maintenance, loss of 
goodwill, labour unrest, etc. So all production under rising 


1 There is evidence for both possibilities—Lester, American Economic Review, 
March 1949, pp. 478-9. Cf. Saxton, op. cit., ch. 6 and p. 163. 

* Including the over use of fixed factors—a rather special case to which we 
shall return, as it requires elaboration. 

* The word “capacity ’’ is used in this article of this output, and not of the 
maximum output possible; and this is also occasionally the wage of business 
men. 
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s.r.m.c. (p.a.) is inefficient, and the management will try to avoid 
it. Secondly, there is no backlash, no play, at Y. A breakdown, a 
sudden demand from a valuable customer, the loss of a consign- 
ment of raw materials, a strike or the like will be crippling at Y, 
for it cannot be made up later. We are in the now all too familiar 
situation of the over-fully employed economy, which has no 
reserves and is liable to bottlenecks. This also accounts for the 
fact that not only is it uneconomic to produce under rising s.r.m.c. 
(p.a.), but also it is uneconomic to exceed output OX for long : 
say to try to keep up OZ for any period. For OZ, despite the 
fact that it does not entail rising s.r.m.c. (p.a.), means that 
maintenance cannot be normally carried out, that machinery is 
always in use that ought to be in reserve, possibly that overtime 
is being worked continuously (labour may welcome occasional 
overtime, but jibs at its perpetuation). It also means a larger 
value of stocks and work in progress than the capital of the firm 
can carry for ever without financial risk.1_ For the position of X is 
defined by this second objection : OX is the maximum output at 
which it is possible to establish reasonable reserves of labour, time, 
finance and materials against accidents. OZ would be ideal if it 
were not for the cussedness of things, and for short periods we like 
to be producing it, as it does not actually overstrain us like OY. 
But in the long run we shall surely regret it, and must either 
enlarge the plant or produce OX. Indeed, the firm will have 
designed the plant so as to obtain constant s.r.m.c. (p.a.) over the 
relevant stretch.? 

Two exceptions may be expected. The first is that we may 
find even output OY, and outputs greater still, in periods of 
exceptionally high prices not expected to last. For the Lr. 
damage done is compensated by the s.r. profits made; but it is 
not worth while expanding the plant. The second is that with 
certain complicated systems of allocating depreciation allowances 
more is assigned per unit of product as output rises, thus taking 
account of the greater wear and tear on the fixed factors as output 


1 A point especially important for banking and the distributive trade. 
Banks, too, observe the full cost principle, and the chief reason for them is the 
divergence between the s.r. and the l.r. cost of lending caused by the risks of 
illiquidity. But all firms in all trades have a liquidity ratio, and not only banks, 
as we tend to suppose. 

2 For general confirmation of this paragraph, cf. P. W. S. Andrews, op. cit., 
ch, 3. 

For the habit of planning for a certain level of output with given plant, cf. 
N.B.E.R.., op. cit., pp. 25-6; J. M. Stigler, Journal of Political Economy, 1939. 

For the continuing fall of average cost after OX, or “ capacity,” cf. Lester, 
op. cit., p. 482. 
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rises, for this entails working the machinery at greater speed. 
In such cases total depreciation is divided into: (a) a fixed 
amount representing the effects of obsolescence and the wear and 
tear caused merely by the passage of time, and (b) a variable 
amount representing the wear and tear due to use. As output 
rises (a) expressed as a rate per unit naturally falls, but (b) may 
rise, in order to represent the greater wear and tear per unit of 
production due to increased speed of running the machinery and 
cognate causes. When these two elements move in opposite 
directions, then the total rate of depreciation per unit may either 
rise or fall with output. Now while (a) is not part of s.r.m.c. 
(p.a.) at all, it seems most convenient to use such definitions as 
will bring (6) in. For a factor of production is fixed only in so far 
as it is unaffected by this or that s.r. alteration; in so far as it is 
affected it is not fixed. The element (6) in depreciation, then, is 
for costing purposes an s.r. marginal cost under p.a., though the 
actual payment of it is postponable. If his accountant has 
adopted such a method of allocating depreciation charges, the 
entrepreneur’s s.r. decisions will be influenced by (b), and he 
behaves rationally in giving it weight. If (b) rises with the rate of 
output (as it usually should) there will be rising s.r.m.c. (p.a.). 
But it is, of course, most unlikely that the rate of rise will be 
enough to render Fig. 1 seriously inaccurate in the region of 
point X.1 Depreciation is in reality a very small part of value 
added—say about 4% in industry as a whole*—s0 that alterations 
in it must be of negligible importance. 

So s.r.m.c. (p.a.) is ordinarily < s.r.a.c. (p. a.). But firms 
ordinarily avoid bankruptcy. Therefore s.r.m.c. (p.a.) is ordinarily 
< price. So far, however, the facts can be regarded merely as an 
interesting verification of imperfect competition theory. They 
are so regarded by Machlup.* Of course m.c. < price, he says, 
for ordinarily there is imperfect competition, and m.r. also < price. 
Naturally m.c. = m.r. at a point below a.c. and price, and all is 
well. 

Alas for a priori reasoning! the facts are quite otherwise. 
First, perfect competition in the sense of perfectly elastic demand 


1 Cf. N.B.E.R., op. cit., ch. 4; J. M. Keynes, General Theory, ch. 6 (appx.) ; 
E. Schneider, Einfiihrung in die Wirtschaftstheorie, vol. 1, ch. II/3/i (4). 

Note that if this increase in wear and tear is not so allowed for in the deprecia- 
tion account it may still influence entrepreneurial decision, and will then in our 
jargon be a divergence between s.r.m.c. (p.a.) and I.r.m.c. (p.a.); see sec. 3b. 

2H. W. Arndt, Oxford Economic Papers, November 1947. The figure refers 
to Great Britain. In U.S.A. it is about 7%. 

* F. Machlup, American Economic Review, 1946. 
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(which is the only sense relevant here) is by no means uncommon. 
Perfectly elastic demand curves face small firms in industries 
where their large rivals exercise price leadership; they face firms 
producing for the government; they face farmers and miners of 
precious and non-ferrous metals; they face firms in cartels or 
subject to gentlemen’s agreements; they face the producers of 
some standardised intermediate products, such as cotton yarn. 
In all these cases demand, though variable, is always perfectly 
elastic to the firm ; 7.e., price = m.r. in both s.r. and Lr., whatever 
the reigning level of that price may be. The only qualification is 
that in some of the above cases there is an absolute stop to the 
demand curve at a certain point, 7.e., where the production quota 
is fulfilled. Such quotas reign in government contracts and in 
some (but only some) cartels, giving to m.r. and a.r. the shapes in 
Fig. 2. But this fact is not sufficient to disprove the common 








Fic. 2. 


occurrence of perfectly elastic l.r. and s.r. demand to the individual 
firm. Yet empirical research into cost data and price fixing shows 
no difference at all between firms faced with such demand curves 
and others. Both classes produce at the optimum point X shown 
in Fig. 1, and the elasticity of demand, though relevant to the 
setting of the price, is not considered relevant to the choice of X 
as the best possible output. 

A second and even more damaging fact is that even when the 
Lr. elasticity of demand facing the individual firm <o the entre- 
preneur, nevertheless, of his own free will ensures that the s.r. 
elasticity shall = oo. In other words, in all cases where he enjoys 
some (I.r.) control over his price he makes it as sticky as possible. 
Why is this? First, s.r. price changes are simply impracticable 
for accounting and production planning. Secondly, in the s.r. a 
price cut brings in few customers that would not have bought 
anyway, and makes the regular customers suspicious: it also 
gives offence to those who buy shortly after the cut. Thirdly, an 

1 I have little direct evidence for this statement, and rely mainly on common 


sense, and the entire absence in any of the sources quoted above of any connection 
between demand curves and s.r. output policy. 
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s.r. price rise loses good will and is bad in the Lr. Fourthly, a 
period of constant prices is necessary for the estimation of demand, 
as very short periods are swamped by random fluctuations. So 
what the entrepreneur normally does is fix a price for the “ season ”’ 
and await customers. If he sells much he will raise the price next 
season, and if little he will lower it. But he very seldom changes 
during his season.! Finally, as he is uncertain about the elasticity 
of demand he does not know whether it would be better to raise 
or lower his price. This uncertainty makes the convenience of 
leaving it alone bulk larger in his mind. 

Nor is the case of contracting any better. For a contract ex 
definitione involves a fixed quantity and price over a period of 
time. There is no such thing as a short-run analysis of contracts, 
and they afford no comfort to those who maintain s.r.m.r. = 
8.r.m.c, (p.a.). 

These then are the alternatives. Either price is not controlled 
by the entrepreneur, in which case s.r.m.r. = s.r.a.r. Or price 
can be controlled, in which case, nevertheless, s.r.m.r. = s.r.a.r. 
for reasons of necessity and convenience to the entrepreneur. Or 
there is a contract price, in which case the s.r. cannot be spoken 
ofatall. Yet in any case, irrespective of s.r. demand conditions, a 
level of output is aimed at at which s.r.m.c. (p.a.) < 8.r.a.c. (p.a.). 
Yet losses are exceptional. Therefore s.r.a.c. (p.a.) is normally < 
s.r.a.r. Therefore s.r.m.c. (p.a.) < s.r.m.r. in the normal case— 
much less. Even if s.r.m.r. were < s.r.a.r. it would still need to 
be shown that it was in fact equal to s.r.m.c. (p.a.) at the point X. 

The above paragraphs sum up what I mean by the full cost 
principle.2_ The so-called mark-up principle is not independent 
of it, but merely its simplest possible variant. It is the principle 
used in the wholesale and retail trades and in the vertically dis- 
integrated sections of the textile industries, and consists of making 


1 Cf. Gordon, American Economic Review, June 1948, p. 277; Saxton: op. cit., 
pp. 127-9. 

The break-even analysis is evidence for this too. The sceptical reader may 
also confirm the fact experimentally by entering any shop; or by buying a price 
catalogue. The break-even analysis also assumes constant s.r. prices, and it 
is used by many firms; cf. Dean, op. cit. 

Objections have been raised to calling this phenomenon of sticky prices a 
perfectly elastic s.r. demand curve. If it eases the reader’s mind he may refer to 
it as a sales or revenue curve. The main point is that this curve is the one on 
which entrepreneurial s.r. decisions are based, and it is perfectly elastic. A 
rose by any other name... 

? General evidence for the universal use of the full-cost principle, apart from 
the detailed direct evidence quoted above, is deducible from any text-book on 
accounting. Accountants work this principle at every point, both in their 
apprenticeship and in their subsequent careers. 
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price a fixed percentage above the cost of the raw material. This 
percentage is called the margin. The mark-up principle is a failure 
to allocate costs as direct when they might be (shop space, spinners’ 
labour, etc.), owing to either bad or non-existent accounting, which 
is frequent in these industries, or a perfectly rational refusal to 
spend money on accounting. One main cost (stock to be sold, 
raw cotton, tops, etc.) is treated as direct, and all the rest is 
overhead. 

3(a) How is all this compatible with profit maximisation ? 
Note, first, that one can be in equilibrium with respect to (t.a.) 
and (p.a.) at the same time, although the curves run differently 
from each other. Both sorts of curve exist at the same time, 
the one sort governing investment decisions, the other governing 
other decisions. One can also be in equilibrium (p.a.) but in dis- 
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equilibrium (t.a.), and vice versa. That the curves differ merely 
describes the fact that the data on which the decisions are taken 
differ. The fact of this coexistence of different data is one of the 
key points of my analysis. Obvious enough, it has nevertheless 
not been made enough of in the past. 

The normal s.r. position (p.a.) has already been described. 
We need but add a horizontal sales curve to Fig. 1 and there is the 
answer. Fig. 4 shows a plant producing at its Lr. optimum (OX) 
for a given fixed equipment, and enjoying unit ‘“‘ abnormal ” 
profits ab. 

Up to the point OY Fig. 3 is simply a translation into averages 
of the break-even diagram used by many firms and taught in 
schools of business (Fig. 4). Which circumstance fully confirms its 
validity. The point Q in each figure is the break-even point which 
must be exceeded if a profit is to be made. Both figures show a 
perfectly elastic demand curve and constant marginal cost. Fig. 4 
can be reproached, however, for its failure to make the total-cost 
curve bend upwards at a point corresponding to OZ in Fig. 3, as 
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failure equivalent to the assumption of indefinitely constant 
s.r.m.c. This is absurd. At this point the economist may justly 
claim to have suggested an improvement in business practice. 
The plant in Figs. 4 and 5 is not in equilibrium if by that we 
mean that s.r.m.c. (p.a.) = s.r.m.r. But it mightly easily be in 
equilibrium in that, granted p.a., it is maximising its ].r. profits; 
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i.e., it is doing the best it can for itself with its given equipment. 
How shall we then express this in our jargon? The answer 
to this question is, I believe, the kernel of the solution of the 
full cost mystery suggested here. The plant is equating L.r.m.c. 
(p.a.) with Lrmr. L.r.m.c. (p.a.) runs quite differently from 
s.r.m.c. (p.a.) and from I.r.m.c. (t.a.) and I.r.m.r. diverges from 
s.r.m.r. as we have already seen. By definition these two 
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quantities are equal. Necessarily therefore the marginal curves 
cut at output OX, and the orthodox marginal analysis is in a 
certain sense saved. L.r.m.c. (p.a.), which allows for all the 
ultimate results of overloading machinery, etc., rises very sharply 
in the neighbourhood of X, so that even quite large changes in 
demand, such as those shown in the accompanying figure from 
demand situation 1 to demand situation 2, make little difference 
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to output. In many cases |.r.m.c. (p.a.) is doubtless quite vertical 
at X. 

Thus from the point at which it begins to rise it diverges 
sharply from s.r.m.c. (p.a.), which does not begin to rise until some 
time after X. But as we approach the left-hand vertical axis— 
that is when output is small—they tend more and more to coincide. 
For there is little reason why they should differ if the plant and 
other factors are not being overstrained. In the s.r. under- 
capacity working leads to ca’canny on the workers’ part,! but if 
the situation persists and employment is as high outside the 
plant as before they will habituate themselves to the situation. 
On the other hand, in the s.r. certain maintenance tasks on the 
disused capacity can be neglected that in the Lr. cannot. Bui 
none of this amounts to very much. But when there is over- 
capacity there are reasons enough for a divergence between lL.r. 
and s.r.m.c. (p.a.) : as we saw in sec. 2 overtime, overloading of 
plant, badgering one’s suppliers, overstrain of managerial staff 
all cost more in the long run than the short. Another Lr. dis- 
advantage of over-capacity working is more difficult to allocate 
between costs and revenue. If there is no reserve capacity the 
rush orders of old clients cannot be satisfied. But they may only 
deal with us on the basis that a reasonable number of emergency 
claims will be met. Then our habitual over-capacity working 
loses us our best customers. This item may be regarded as 
either raising costs (for it costs a lot to fulfil the orders) or lowering 
revenue (for we lose the custom). Another sort of divergence 
is also relevant here, although it presents no distinction, strictly 
speaking, between lr. and s.r. It is the divergence between 
those costs which the entrepreneur calculates and puts into 
his break-even diagram (if any) and those which although he 
might he does not take account of in this way. Such a cost is 
that of overtime, which is often simply left out when costing 
exceptional production, labour cost being entered at the usual 
rate.2, Another is extra wear and tear due to fast running, 
which as we saw is only included by rather advanced accountants. 
By deliberately omitting such factors from their break-even 
diagrams (or from the virtual break-even analysis carried on by 
those who do not actually draw diagrams) when they could be 
inserted, entrepreneurs seem to act with a positive bias against 
the marginal analysis! For of course were they included the 


1 Lester, op. cit., p. 479. And personal information from entrepreneurs. 

2 P. W. S. Andrews, op. cit., p. 110. The divergence thus corresponds to Mr. 
Andrews’ “‘ extraordinary costs.” 

® Sec. 2. 
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break-even diagram would much more closely resemble the ortho- 
dox one. However, they are very often not included, but never- 
theless are given weight in making decisions. Since I am here 
trying to reserve s.r.m.c. (p.a.) for the explicit calculations of the 
entrepreneur, and l|.r.m.c. (p.a.) for the description of the fact that 
he really maximises his profits all the same, these items must also 
be counted as part of the one but not of the other, and as con- 
stituents of the divergence between them. Though it is freely 
admitted they are in no proper sense I.r. as opposed to s.r. factors. 

(c) If this is then our solution! what right have we to belabour 
the orthodox analysis for its neglect of s.r.a.c. and s.r.m.c. (p.a.) 
and of s.r.m.r. and s.r.a.r.? If the whole thing can be quite 
rationally explained by the comforting and familiar diagram of 
Fig. 5 why bother with Fig. 3? Is it not rightly neglected as a 
mere uncomprehending distraction brought on by purely descrip- 
tive economists who refuse to think analytically? The answer is 
in the negative. For not only do all business men and accountants 
think in terms of Fig. 4, but also it is only for this sort of figure 
that workable statistics are or ever will be available. Long-run 
costs (p.a.) and (t.a.), like long-run revenue, are scarcely operative 
concepts at all. The haziest guesses are the best information 
we shall have of them, even in a fully planned economy with 
uncertainty as far as possible removed. In particular, l.r.m.c. 
(p.a.) is as yet unsupported by any direct evidence whatsoever. 
It is a concept deduced from entrepreneurial behaviour, and has 
no other right to exist. Not only then if we want to understand 
how business decisions are taken and how accountants work, 
but also if we want to understand the results of empirical research, 
must we use the full cost principle.2_ The correct place for Figs. 6 
and 7, and the analysis that is implied in them, is welfare econo- 
mics. When we wish to describe how the free market does or 
does not conduce to the general good ; when we praise or condemn 
the use of a pricing system under socialism—then is the time for 
the orthodox, naive, a priori analysis. In such cases the full cost 
principle is a positive hindrance, for the concepts in which it 
deals, though precise and commonplace enough, are irrelevant. 
The relevant concepts are then the more recondite but less 
observable ones of the armchair economist. 

1 Part of this solution is adumbrated by Gordon, op. cit., pp. 279-82. Pro- 
fessor Gordon’s article is the most penetrating and most balanced paper on the 
whole controversy known to me. 

2 For instance, it is this principle and its associated diagrams that are relevant 


to the formal incidence of taxes, to governmental price control and to most of the 
controversy about depreciation allowances. 
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(d) Let it be emphasised again that the maximisation of profit, 
whether Lr. or s.r., is not the invariable aim of the entrepreneur. 
In many cases he is content simply to cover his costs, for the rest 
pursuing some non-economic aim, such as technical perfection 
or the maintenance of tradition. In such cases he will still think 
in full cost terms, although the marginal analysis will no longer 
be applicable to what he does. The full cost principle is com- 
patible with many kinds of entrepreneurial motivation, and is 
applied in all sorts of circumstances. My object has been simply 
to show how it is compatible with profit maximisation. The full 
cost principle does not itself explain anything, but rather itself 
requires an explanation. It is not by itself a new theory of value, 
or of the firm. All it tells is how, at no very determinate output, 
costs are fully covered, by no very determinate margin. This is 
of course not enough, and the commonest determinants to add 
to the picture are those of profit maximisation. 

And why is the full cost principle used? Partly, as we have 
seen, because many of us are not interested in maximising profits, 
but none of us want to make a loss. The principle at least 
guards us against that. Partly because the doctrine of the just 
price lingers on. The diagram of the intra-marginal firm, with 
its m.c. well above a.c. and the difference representing abnormal 
profit, would seem the grossest profiteering to the ordinary 
business man. Partly because business men, despite their 
attachment to the “laws of supply and demand,” believe in a 
labour or cost theory of value. They view price as built up out 
of costs. And so within limits it is; if the price is at all under 
the control of the firm there is a range of tolerance within which 
the price can be altered to correspond to cost changes, without 
affecting the market. And this is particularly so if, as is so 
common, the cost change is shared by all competitors. So 
accustomed are entrepreneurs to making these small changes 
in price, to “passing on higher costs to the consumer,” 
or to “giving the consumer the benefit of lower costs,” 
that they believe in a vague way costs uniquely determine 
prices.1 

But the most powerful reason of all is that the full cost 
principle utilises the data the run-of-the-mill accountant provides. 
The trading account and the profit and loss account give us, for 
legal and financial purposes, and so that we may determine our 


1 Cf. J. M. Clark, Economics of Overhead Costs, ch. 11. I owe this section to 
Prof. Clark’s admirable chapter. It gives the completest survey of the full cost 
controversy before that controversy ever became conscious. 

No. 239.—vo.. Lx. MM 
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profits, the bill for this item and the cost of that, ex post. What 
more natural than to divide these accounts by the quantity of 
output? Does not this give us the “ cost ” of a unit of output ? 
Full cost = year’s accounts — year’s production. Accountants 
do not normally study variations in output, or what would 
happen if: they record successive achievements. And this is 
not surprising, as their function is to determine legal profits and 
prevent peculation. Even cost accountants, the upstarts of 
the inter-war period, did little but more detailed analyses, 
embodying technical knowledge, on the same lines. Accounting 
is a conservative profession. Only since this war have account- 
ants really begun to bother with marginal cost, with ex ante 
analysis, with helping the entrepreneur to maximise his profits. 
For this purpose they themselves reject the full cost principle. 
It is to the curious rigidity of the accounting conventions of 
modern industry that we owe the survival into the twentieth 
century of the full cost principle. Not indeed that it could ever 
be altogether dispensed with, for alternative data will always be 
lacking, but its hold on the business mind is too great for 
health. 

To repeat. We may speak of the divergence between the L.r. 
and s.r. costs of producing a certain output with given capital 
equipment. And we may also compare the (l.r.) cost of producing 
a certain output after adapting the capital equipment with either 
or both of the above. The third and the second concept have been 
long well known as Lr. and s.r. costs. It is the first that is new. 
On the revenue side there is nothing new, as there is no distinction 
to be drawn between a p.a./t.a. couple and an s.r./I.r. couple. Lr. 
revenue, which is s.r. revenue discounted for the ultimate loss or 
risk of loss due to profiteering, etc., appears in both p.a. and t.a. 
equilibrium. It is the same curve, except that perhaps some 
decisions as to p.a. are based upon less long-run estimates of 
demand than decisions as to t.a._ L.r. profits are always maxi- 
mised, both in investment decisions (t.a.) and in decisions as to 
the use of variable factors (p.a.). The s.r. data exist and are 
indeed those usually discovered in empirical research (hence the 
full-cost principle). But s.r. profits do not enter the picture under 
t.a.; under p.a. they do, and are not maximised. 

(e) I have said above (sec. 3c) that we must use the full cost 
principle to understand business data and decisions, but the 
marginal analysis to talk welfare economics ; and that the former’s 
concepts are easily clothed in flesh and blood, while the latter’s 
are nearly non-operative. I would not have this misunderstood. 
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It would be merely metaphysical nonsense to say that “‘ empirical 
research establishes the full cost principle while a priori reasoning 
establishes the marginal analysis,” or that one is true “ practically ”’ 
while the other is true “ theoretically.””’ Theory is almost as 
closely concerned with facts as practice; and a priori reasoning 
cannot establish any truth of any kind without an empirical basis. 
The facts (chiefly the lr. maximisation of profit) used by the 
orthodox marginal analysis are as true, and true in the same sense, 
as the facts of the full cost principle. To the deductive super- 
structure built upon the basic facts of the former could correspond 
an a priori system derived from the latter. Itis merely an historical 
accident that the analytical method with all its faults and virtues 
has attached itself to the one set of facts, while the other set, 
wholly compatible with it, has had to be painfully “ discovered ”’ 
by empirical research (as if it were not obvious the whole time). 
Correctly stated, the two sets of facts and all deductions from 
them dovetail in perfect harmony and complementarily. 

The main lesson surely is that the orthodox marginal analysis 
must not be used for describing the processes of business thought, 
talking to entrepreneurs, accountants or trade unionists, or 
analysing statistical data. It is an esoteric language, suited to 
important but as yet esoteric discussions. There should, indeed, 
be two sorts of text-book, one about business and one about 
welfare, both incorporating theories of the firm couched in 
language suitable to them. The “ business” text-book should 
begin with a discussion of the firm based on full cost. It 
should describe the extent to which costs really are in practice 
minimised,! and break up the catch-all category profit maximisa- 
tion? into smaller and more useful concepts such as desire for a 
quiet life, entrepreneurial liquidity preference, s.r. maximisation, 
lr. maximisation, idleness, conservatism, etc. It should then 
proceed to a descriptive macro-economics. The “ welfare ”’ text- 
book should include the present orthodox theory of the firm, 
and show how it is related to the facts and to the “ business ” 
text-book: it should not begin with macro-economics as at 
present, nor pretend to base itself on a generally agreed “ Prin- 
ciples of Economics.” For the “ principles’ are not generally 
agreed. The marginalist “ principles’ which we all learn are 
merely the micro-economic section of welfare economics. For 
“business ’’ purposes the whole of “ principles’ needs to be 


1 For, of course, in practice they are not, and all sorts of wasteful practices are 
common among firms. 
2 Cf. sec. 3a, note 1. 
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recast in language and concepts suited to those purposes. But 
factual contradiction there is none. The same range of facts 
underlies both studies; some are emphasised in the one, some in 
the other. 

P. WILEs 


New College, 
Oxford. 
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THE STERLING BALANCES OF THE STERLING AREA, 
1939-49 


I 


THE sterling area has been variously defined. Here it is taken 
to be the present scheduled territories plus Egypt, Sudan, Palestine 
and Transjordan. 

What may loosely be called “sterling balances” have also 
been variously defined. Cmd. 6707, which starts the story, was 
concerned with the “‘ external liabilities of the United Kingdom,” 
subdivided into “‘ net quick liabilities’ and “ overseas loans.” 
It defined the first as: “Comprising banking liabilities less 
assets, and funds held in the United Kingdom as cover for overseas 
currencies, etc.”’; it gave no definition of the second, but details 
can be extracted from the Finance Accounts. Its successor, 
Cmd. 7099, broadly followed the same definitions. The main 
difference is in the treatment of the gold and dollar reserves, a 
difference not relevant to the sterling area. For the over-lapping 
date of December 31, 1944, it amounts to £163 million. But 
another difference is the difference in the quick liabilities for the 
same date of £65 million, made up of £16 million changed from 
loans, an exclusion of some private holdings previously regarded 
as banking holdings and a revision of figures. The bearing on the 
sterling area cannot be precisely settled. 

Each paper gives, in apparently the same form, a subdivision 
by: (i) Dominions, (ii) India, Burma and the Middle East, (iii) 
other sterling-area countries, (iv) North and South America, (v) 
Europe and dependencies and (vi) rest of the world. Cmd. 6707 
defines its Dominions as Australia, New Zealand, South Africa and 
Eire; Cmd. 7099 merely refers to an exclusion of Canada, but 
there is reason for thinking it includes Ceylon. No other defini- 
tions are given. No explanation is given for the various differ- 
ences by areas which can be seen for the one overlapping date, 
December 31, 1944. 

But the next paper, Cmd. 7793, concerned itself not with 


1 In Cmd. 7099 the ‘‘ Dominions ”’ figure for December 31, 1944, is £48 million 
more than in Cmd. 6707, and the ‘“‘ other sterling countries,” £78 million less. 
Cmd. 7099 was published in April 1947. The Government of Ceylon Act is 
December 1947, but the Treasury may have classified Ceylon as a Dominion after 
the Ceylon (Constitution) Order in Council of May 1946. See also below, Section 
ry. 
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‘* external liabilities ” but only with “ sterling liabilities,’ dropped 
all references to loans as such, and gave particulars only for the 
sterling and non-sterling areas. It made various changes in 
definition, including a new joker in the pack, viz., “‘ certain 
liabilities of H.M. Government ” without further delimitation. 
The main definition is : ‘‘ Sterling liabilities comprise net liabilities 
of bankers in the United Kingdom to their overseas offices and 
other account holders, including funds held as cover for overseas 
currencies, and certain liabilities of H.M. Government expressed 
in sterling or sterling area currencies.” Cmd. 7793 excluded 
Egypt, Sudan, Israel and Jordan from its sterling area. 

Parliamentary answers sometimes add to knowledge, but 
usually they do not and often they merely make the darkness 
visible. We are obviously not intended to know too much. For 
convenience of reference, however, I assemble the main official 
material. Thus :? 














TABLE I 
Official Material 
£ million 
Sterling area. Non-sterling area. 
Date. India, North | Europe , Grand 
Domini- ome, Cte Sout = x a o— total. 
ons. Middle | sterling. | sterling.| Sou epen- , asa 
East. America.| dencies, | W°r!4. | sterling. 
Cmd. 6707 
31.12.39 _ — _ _ _ _ —_ — 556 
31.12.40 _ —_ — a= —. — —_ _ 735 
31.12.41 139 399 318 856 240 180 23 443 1299 
31.12.42 189 695 388 1272 256 242 48 546 1818 
31.12.43 236 1141 473 1850 278 281 56 615 2465 
31.12.44 342 1537 555 2434 280 299 60 639 3073 
Cmd. 7099 
31.12.44 390 1524 477 2391 346 378 56 780 3171 
31.12.45 481 1929 561 2971 519 273 62 854 3825 
31.12.46 444 1883 593 2920 847 356 91 1294 4214 
Cmd. 7793 
31.12.45 _— _ _ 2453 _ a — 1210 3663 
31.12.46 — _ _ 2417 — _ _ 1283 3700 
30.6.47 _ —_ _ anne — _ — _ 3680 
31.12.47 —_ _ _ 2288 _— mo —_ 1284 3572 
30.6.48 _— _ _ 2408 — -- a 1144 3552 
31.12.48 _ - —_ 2322 -- —_ = 1037 3359 
30.6.49 _ - _ 2224 —_ a - 1009 3233 
































Nevertheless, if the receiving end does not give information, we 
can try the transmitting ends. From the publications of the 
central banks, currency boards and other authorities in the sterling 
area, we can build up series which are at least generally parallel 
with the official series when these give details. We must, however, 
follow the new definitions where they lead, and we cannot expect 


1 I have added June 30, 1947, from Hansard, 11.11.47 (col. 42). It does not 
give the usual division into sterling and non-sterling areas. 
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the British definitions always to be matched elsewhere. But 
most of the story can be found. 


II 


On the whole the Dominions do not present much difficulty. 
Their sterling assets or balances must, it seems, have developed 
largely along the following lines : 















































TABLE II 
Dominions 
£ million 
Dec. Dec. Dec, Dec. Dec. Dec. June Dec. 
1939. 1940. 1941. 1942, 1943. 1944, 1945. 1945 
Australia ° ° 36 69 48 62 76 146 148 132 
New Zealand ‘ 13 19 20 32 33 42 62 75 
South Africa ‘ 9 2 2 0 14 24 26 59 
Eire . . - 75 79 97 117 138 159 170 184 
Total . ° 133 169 167 211 261 371 406 450 
Cmd. 6707 . ° _— —_ 139 189 236 342 384 _ 
June Dec. June Dec. June Dec. June Dec. 
1946. 1946. 1947. 1947. 1948. 1948. 1949. 1949 
Australia . . 155 165 154 132 198 269 290 326 
New Zealand . 77 82 83 60 76 55 70 52 
South Africa ° 31 6 4 49 70 32 1 (44) * 
Eire . ‘ . 187 197 191 180 168 175 179 185 
Total . i 450 450 432 421 512 531 540 607 
8.A. Gold Loan. — _ _ _ 80 80 30 _ 
' 
* November. 


My Australian figures represent, to June 1945, the gross 
“sterling reserve and money at short call in London” of the 
Commonwealth Bank and, from December 1945, the gross “ gold 
and balances held abroad” of the same Bank less, as a partial 
correction, the gross Australian dollar holdings in America as 
reported to the Federal Reserve Board. Until 1941, when the 
Bank took over the sterling funds of the trading banks, my figures 
may be too low as against British definitions; thereafter, they 
may be too high. In addition to gold and working balances, they 
include Treasury bills, Treasury deposit receipts and short-call 
loans, yielding 4-}%, and recently some £30 million short-dated 
British Government securities, yielding 14-2%. 


1 I am indebted to the Institute of Bankers for placing at my disposal their 
central bank reports and to Miss Shrigley and Mr. Spiro, their librarians, for 
much courteous assistance; to certain overseas banks for more recent informa- 
tion; and to the Crown Agents for help in collecting currency reports. Factual 
material in the text is drawn from these reports, or Year-books, unless otherwise 
stated. All figures are in pounds sterling, except where indicated, with conversions 
at official rates of exchange. 
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Australia’s balances increased by some £100 million over 
the war years, ended in a four-fold increase and have more than 
doubled since then. In the 1930s they were some £40—£65 million. 
For the three years ended June 1940 Australia had adverse 
balances which she met from her funds and, early in the war when 
she was unable to meet all her overseas expenditure from her 
current resources, she arranged to borrow from Britain what was 
needed. Lend-lease eased the strain, and the British advances 
were repaid in 1944. The high level of reserves in 1946 were 
partly due to the recovery of war costs from other governments, 
to “ substantial ” payments for the Royal Navy based on Austral- 
ian ports and to low and slow delivery of imports. In 1947, 
though the non-recurrent items were tapering off, Australia made 
a gift of £20 million to Britain as “a contribution to the war costs 
incurred by Britain in and around the Pacific.” * But in the 
same year the Bank thought it appropriate to sound a warning 
note about the meaning of sterling balances : although the reserves 
looked high, ‘‘ we have to face up to the question what our reserves 
really are ”—a pertinent question indeed just before the collapse 
of sterling convertibility. By 1948 its note was graver. The new 
high level was partly due to an inflow of capital, British and 
American. Some was true investment money, but the rest was 
“hot” money and needed watching.* Moreover, Australia was 
not a net dollar earner. Hence, in the Bank’s opinion, Australia 


“ will face a difficult situation if the sterling area system 
should prove incapable, taken as a whole, of achieving a 
dollar balance by the time E.R.P. has terminated. The next 
few years will undoubtedly see changes in the sterling area. 
With foresight, they will be the changes of a developing 
organism.” 


But it did not pose or answer the question : what happens without 
sufficient foresight? By 1949 it was reporting that, despite 
capital controls, hot money had become substantial: “‘ perhaps 
£A100 million of temporary funds may disappear quickly.” 
This inflow, mostly British, inflated the reserves. Moreover, 
though better export prices had helped to raise the total legiti- 
mately, an unstable element in the record total was doubt about 
parities. With £4125 doubtfully equal to £100 and possibly to 

1 It turned out to be £12 million, probably at 3%. I believe this advance 
plus the New Zealand advances (see below) account for much of the difference 
between my Table II and Cmd. 6707, the latter totals being net. 

2 A second gift, £8 million, was made in 1949. 


3 The Australian view. The British was different: the capital movement 
was known and caused no anxiety (Hansard, 22.4.48, col. 160). 
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be brought to parity, Australian debtors and buyers deferred 
payments while their overseas counterparts rushed in funds to 
pay in advance. The sterling balances soared, and _ still 
soar. 

As the above indicates, Australia was unable during the war 
effectively to accumulate sufficient funds with which to redeem 
sterling debt on any scale, although she converted some with 
British help. The debt has fallen somewhat since the war. Thus, 
in £ million at June 30 each year : # 











1939. | 1940. | 1941. | 1942. | 1943. | 1944. | 1945. | 1946. | 1947. | 1948. | 1949. 
467 | 467 | 478 | 475 473 | 455 | 443 | 408 | 403 | gos | 388 
| 














New Zealand’s story is simpler. My figures are the Reserve 
Bank’s sterling exchange less overseas liabilities plus trading 
banks’ net assets overseas in respect of New Zealand business 
less, in this case, the net dollar assets reported to the Federal 
Reserve Board. Subject to the treatment of British advances, 
this seems close to British definitions. 

Before the war New Zealand was in exchange difficulties and 
held little sterling. Early in the war she, like Australia, arranged 
to borrow from Britain whatever was needed in exchange, the 
advances to be repaid by 1965 or earlier “if sterling funds per- 
mitted.” Partly paid off before, the full repayment was made in 
1946.3 Mostly as a consequence, her sterling balances rose 
slowly until 1945, but thereafter they fluctuate about a level 
some four or five times the pre-war figures. In 1947 she made 
Britain a gift of £10 million in warm recognition of Britain’s war 
and post-war efforts. In August 1948 when her position was 
improving (and with a capital inflow), she suddenly appreciated 
her pound from £NZ124 = £100 to parity and gave speculation 
no change to impinge on her sterling balances. 

There were a few war-time conversions of her long-term 


1 See Economist, 4.2.50, p. 282, for current rumours of revaluation and inflow 
of sterling. 

2 Figures kindly supplied by the Commonwealth Bank. They differ in some 
particulars from those in the Official Yearbook. 

3 British sources are not helpful, but see (e.g.) Hansard, 14.11.44 (col. 1805) 
when £18 million was outstanding. For New Zealand budget statements, see 
Keesing’s Contemporary Archives, pp. 4835, 5296, 6114 and 7733. The advances 
were made out of the war-time Votes of Credits. Some interest payments can 
be traced in the Finance Accounts, and there are references in the Reports of 
the Committee on Public Accounts. Borrowing and repayment criss-cross, and 
J cannot estimate the amounts outstanding at December and June. 
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sterling debt, with British help, and some post-war redemptions. 
Thus, in £ million, at March 31 each year : } 


































1940. | 1941. | 1942. | 1943. | 1944. | 1945. | 1946. | 1947. | 1948. | 1949. 
158 | 158 | 154 158 | 159 159 121 95 | 83 | 80 




















South Africa’s story, on the other hand, reflects her more 
complicated history. For, at once a gold-producing country and 
a country deeply divided on the question of the British connection,? 
she has always tended to be more on a gold standard than on a 
sterling one. Whatever the reasons, she held and holds little 
sterling permanently. All this is reflected in the figures: they 
are the Reserve Bank’s gross bills, call money and cash balances 
with “‘ foreign ” central banks less, by way of partial correction, 
the gross South African dollar assets reported to the Federal 
Reserve Board. 

In general, South Africa took out her improving position not 
by accumulating British promises to pay but by stacking up solid 
gold in her own vaults, by repatriating public and municipal debt 
and industrial shares and by maintaining imports wherever pos- 
sible. Her sterling balances first reached double figures in 1943 
when most of the debt had been redeemed, when imports and 
shipping were specially short and when there were special British 
purchases of gold for sale to India and the Middle East as a 
method of combating the war-time inflations raging there.* 

The gold holdings, in million of fine ounces, developed as 
follows for December each year (November in 1949) : ; 





1939. | 1940. | 1941. | 1942. | 1943. | 1944. | 1945. | 1946. | 1947. | 1948. | 1949. 
7-0 10-2 | 10-5 18-1 20-2 231 26:1 26:8 | 21:8 5-2 34 
































As with India, the public debt was redeemed as a matter of 
policy, and much the same was true of municipal loans. There 
was much exhortation to bring home industrial shares of all sorts, 
and, as an incentive, an extra discriminatory income tax was 


1 From the Yearbook to 1946, later figures kindly supplied by the Reserve 
Bank. 

2 South Africa declared war by eighty votes to sixty-seven, and there were 
two later attempts, with much the same voting, to take her out of it. 

3 Bought at official monetary prices, but sold as merchandise at market 
prices, the shipments could be regarded as profit-making deals or as part of war 
costs. At first South Africa claimed a share in the “ profits,’’ but later accepted 
the view that the deals were war costs. See Economist, 8.4.44 and 22.4.44, pp. 
478 and 542. 
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imposed in 1943 on dividends paid to non-residents. The external 
public debt fell as follows, in £ million at March 31 : 





1940. | 1041. 1942. | 1943. | 1044. | 1045. | 1946. | 1947. | 1948. | 1949. 
106 | 98 60 21 19 18 14 14 | 14 13 





























.Other repatriation is not so easily documented, but the Bank for 
International Settlements suggests it was £50 million by 1943 
before the added incentive mentioned above. 

Imports were kept relatively high when possible. The cotton 
purchases in South America in 1943-44 are an example. 
Generally, by reason of her special position in the Dominions and 
of her gold production, South Africa was not particularly subject 
to any restrictions directly associated with the sterling dollar pool. 

After sterling’s collapse in 1947, South Africa in part took 
herself out of the sterling area. She made, government to govern- 
ment, a gold loan of £80 million to Britain. An inflow of capital, 
seeking safety, had begun late in 1946, and was in full spate in 
1947—a net inflow of some £120 million, mainly British and in the 
second half of 1947.2 This is the main cause of the abnormally 
high sterling balances ruling late in 1947 and early in 1948. A 
spending spree and speculation developed in due course. By 
mid-1948 the crisis broke. Gold and foreign exchange valued at 
some £250 million at the end of 1947 fell to some £160 million 
(including the gold loan) a year later and then to some £50 million 
late in 1949. The gold loan was fully repaid by September. The 
general situation is only slowly righting itself. 

In a fairly deep sense, however, there never has been a sterling- 
balance problem in South Africa. The holdings have never really 
been big enough. 

Eire—a neutral Dominion during the war and now a Republic— 
almost naturally presents difficulties, even statistical, in any British 
context. There are fairly full banking figures, that is, “ an average 
of figures for a selected date in each of the three months of the 
quarter ” and of British Government securities in the legal tender 
fund “‘ for the monthly average of Saturdays.” 

The banking figures are awkward to interpret, especially in 
the perennial puzzle: how short must a short-term asset be to 
constitute a sterling balance as distinct from a long-term sterling 

1 See 13th Report (1943), p. 151. There are frequent references in the 
Economist to Kaffir buying and to repatriation in general, e.g., 3.1.42 (p. 14) and 
8.1.44 (p. 50). 

2 According to the Chancellor it was ‘‘ considerable,” but as he defined 


‘considerable ” as ‘‘ worthy of consideration,” I give the Reserve Bank’s 
estimate. See Hansard, 10.2.48 (col. 215). 
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investment? Banks in Eire have the closest connections— 
indeed, almost inseparable connections—with Britain and North- 
ern Ireland. They hold massive investments in British Govern- 
ment securities:1 they keep their cash reserves in London and 
have funds in Northern Ireland. What, out of all this inter- 
mingling of funds in place and kind, long and short, citizen and 
denizen, are the appropriate items to be called “ sterling 
balances”? What do the official British figures include? The 
Irish dating, too, is not precise. 

I assemble the material, with details of the main headings but 
with full totals, preparatory to evading a personal solution of the 
Irish problem. Moreover, it would almost seem that Cmd. 6707, 
hurriedly put together for Washington, did much the same and 
merely took the net Irish assets as below and called them British 
liabilities, even ‘‘ quick liabilities.” For the banks I give the 
June or December quarterly averages, and for the notes the 
Saturday averages of June or December, in £ million. Thus: 


TABLE III 
Eire, External Assets and Liabilities 





Dec. Dec. Dec. Dec. Dec. Dec. June Dec. 
1939. | 1940. | 1941. | 1942, | 1943. | 1944. | 1945. | 1945. 





Cash, call money ‘ . 21 27 35 43 49 57 61 63 
Loans, bills, advances ‘ 32 30 28 26 26 24 25 25 
Government securities é 64 68 91 107 126 141 151 160 
All external assets . ; 122 130 158 180 206 227 241 253 
Notes in N. Ireland, etc. . 4 7 10 12 13 13 12 13 
Deposits in N. Ireland, etc. 43 46 56 61 68 74 78 81 
All external liabilities ° 56 62 75 83 92 96 100 104 
Banks’ net external assets 66 68 83 97 114 131 141 149 
Legal tender cover . é 9 11 14 20 24 28 29 35 
Net total external assets . 75 79 97 117 138 159 170 184 











Cash, call money - . 58 64 59 59 51 60 56 61 
Loans, bills, advances ‘ 28 29 31 34 36 36 37 38 
Government securities . 170 179 177 165 158 159 163 161 
All external assets. ‘ 260 276 272 262 251 260 261 266 
Notes in N. Ireland, etc. . 13 12 12 1l 9 9 9 9 
Deposits in N. Ireland, etc. 84 92 95 100 101 106 105 107 
All external liabilities : 107 116 118 122 122 127 126 128 
Banks’ net external assets 153 160 154 140 129 133 135 138 
Legal tender cover . ‘ 34 37 37 40 39 42 44 47 
Net total external assets . 187 197 191 180 168 175 179 185 


























This is a real Donnybrook Fair of figures, inviting all comers. 
There are camp followers too: the British notes and coins cir- 
culating, quite cheerfully and acceptably, in Eire; Irish holdings 


1 They seem to have no other appropriate outlet in their own judgment. 
Recently, the Irish Government has expressed quite a different opinion, and it 
may in the future control or direct the bank investments along nationalistic lines 
and cause them to sell British securities and bring the value home. See Economist, 
17.12.49, p. 1360, and Hansard, 13.12.49, col. 2521. Note too the critical tone 
of the Irish memorandum to O.E.E.C. (Interim Report on European Recovery 
Programme, 1948, Vol. II, p. 504). 
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in the British Post Office; assurance funds; perhaps the ancient 
eighteenth-century debt to the Bank of Ireland; and so on. 
Again, is it right to suggest, sotto voce, an analogy as above with the 
colonial currency boards in the treatment of Irish notes? The 
securities are held in Dublin, not London. 

However all this may be, these assets can be liquidated at the 
order of another government and, so long as Irish funds are not 
blocked and non-dollar goods are available, their value could be 
transferred home. They are sterling liabilities, even if not ‘“ ster- 
ling balances.” 

There was no redemption of external debts, for of these, as of 
snakes, Ireland has none. Equally, the Federal Reserve Board 
| reports no separate Irish dollar holdings; even if Eire had any, 
they would be small. 


Ill 


The next great area is officially given as “ India, Burma and 
the Middle East,” without further definition. Fortunately, the 
story of India’s massive accumulations is well documented by 
the Reserve Bank.1 The war-time developments in Egypt and 
in Palestine can be determined at least as to magnitudes, and the 
post-war Egyptian movements can be traced in detail. Burma 
from late 1941 and Iraq and the Trucial Sheikhdoms remain 
obscure all the way: they are blanks which must be filled in by 
differences and conjectures if at all.2~ Then, as a general con- 
spectus with some rounding off and subject to explanations below, 
as follows in £ million : 


TABLE IV 
India, Burma and Middle East 





Dec. | Dec. | Dec. | Dec. | Dec. | Dec. | June | Dec. | Dec. 
1939. | 1940. | 1941. | 1942. | 1943. | 1944. | 1945. | 1945. | 1946. 





India : 
Cash and securities . ‘ 85 142 217 360 637 930 | 1062 | 1242 | 1205 











Annuities, etc. ° ° aed _ _ 30 27 25 24 22 20 
Egypt e ° ° ° 45 80 125 180 280 350 380 404 395 
Palestine . ‘ . ‘ 20 25 30 55 80 95 105 115 120 
Above total, rounded. ‘ 150 245 370 625 1025 | 1400 | 1570 | 1785 | 1740 
Burma, Iraq, etc., and dis- 
; crepancies . ° " 10 10 30 70 115 135 160 145 145 
, Cmd. 6707, rounded ; — _ 400 | 695 | 1140 | 1535 |1730| — _ 
Cmd, 7099, rounded . . _ _— _ _ _ 1525 —_ 1930 | 1885 























1 For the present purposes I use the term “ India” generally to cover the 
Republic of India and the Dominion of Pakistan. In the monetary sphere the 
full division was made on July 1, 1948. There is some criss-crossing in the 
accounts, and my figures for 1949 may contain a little duplication. 

2 In the geographical Middle East, Iran and Arabia are non-sterling; I treat 
Syria and Lebanon as European dependencies in the franc area and Cyprus and 
Aden as ‘‘ other ” sterling countries. The Sheikhdoms (Kuwait, Bahrein, Oman) 
are probably in the official Middle East, as here. 
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The story can be completed in tabular form for India and 
Egypt; it can merely be discussed for the others. Thus : 








Dec. | June | Dec. | June | Dec. | June | Dec. | June | Dec. 
1945. | 1946. | 1946. | 1947. | 1947. | 1948. | 1948. | 1949. | 1949. 





India : 
Cash and securities . . | 1242 | 1273 | 1205 | 1164 | 1118 | 1140 | 880 747 660 * 
Annuities, etc. ; ; 22 21 20 18 16 14| 185 | 180 | 175 
gypt : 
No. 1 Account ‘ : 44 86 73 77 67 
No. 2 Account a aealt } 404 | 400 395) 356) so | 274/| 270 | 256 | 253 
































* November. 


My figures for India are the ‘‘ foreign assets ” of the Reserve 
Bank of India (and State Bank of Pakistan) less dollar holdings 
reported in America, which helps to bring them back to sterling, 
plus the long-term British liabilities for annuities interpolated 
from the March figures of the Finance Accounts. At their peak 
they rose to some fifteen times their pre-war level. In addition, 
India wiped out her external debt: in six years she repaid the 
borrowing of sixty years. Between accumulations, redemptions 
and gold imports, India improved her position over the war by 
some £1,600 million, ceased to be a debtor nation and became a 
creditor one.t Trade as well as war contributed. And naturally 
enough India has her own view on the validity of her sterling 
balances.” 

The main origin was when India was used as the operational 
basis and arsenal of democracy in the East against Japan. All 
supplies were at fair and controlled prices. Behind all this in 
turn lay the Defence Expenditure Plan. As quietly announced to 
Parliament in 1940, it ran as follows : 


“In the conditions brought about by the war, His 
Majesty’s Government have been led to reconsider the whole 
field of financial arrangements with the Government of India 
in respect of defence expenditure. The respective govern- 
ments propose that the Indian Budget should provide during 
the war for: (a) the normal cost of India’s pre-war forces, 


1 But, “ the oft-repeated assertion that India has emerged from the war as a 
creditor nation requires qualifications which our enquiries may not improbably 
show to be significant ’ (Reserve Bank Report, 1948, p. 51). 

2 E.g., ‘‘ The sterling balances constitute about the entire foreign-exchange 
reserve of this country, accumulated at the cost of great hardship and sacrifice 
borne by India in order to assist the United Kingdom and her allies during the 
war, in addition to what was considered her own fair share of the war effort ” 
(Report, 1947, p. 31). Cf. “‘ Both the Moslem League and the National Congress 
are still bitterly hostile to the system which brought India into the war without 
India’s consent—indeed without the explicit consent of any appreciable section 
of Indians ” (Economist, 21.9.40, p. 367). See also R. Coupland, India, pp. 193-8. 
3 See S.C. on National Expenditure (India), H.C. 84, 1945, p. 14. 
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whether they are employed within or without India, adjusted 
from time to time with the trend of prices, etc. and (6) the 
cost of special defence measures undertaken by India in 
Indian interests during the war. In addition, (c) a contri- 
bution as recommended by the Chatfield Committee will be 
made towards the extra costs of certain troops when em- 
ployed outside India. All defence expenditure over the 
amount incurred by the Government of India will be met by 
the British Exchequer. The arrangement will be made 
retrospective to Ist April 1939...” 


There was no discussion, and Parliament went on to its next tem.! 

To this double origin, of supplies and troops, must be added 
another one, and that an important one: the generally favourable 
balance of trade (including dollars) on private account. 

The mechanism was the then obligation of the Reserve Bank 
to buy, in unlimited quantities at 1s. 6d. a rupee, all sterling offered 
to it.2 The rupee notes soared, and with them soared prices. 

The two streams, war and trade, rapidly filled and flooded 
India with sterling. The net receipts from Britain? on war 
account and the net market purchases by the Reserve Bank on 
trade and other account were as follows, by fiscal years and £ 
million : 














| 1940.* | 1941. | 1942. | 1943. | 1944. | 1945. | 1946. | Total. 

From Britain . 10 8 113 196 223 212 202 964 
From the market 65 60 74 93 114 112 69 587 
Total. =. 75 | 68 | 187 | 289 337 324 271 1551 




















* September 1939 to March 1940. 


The mounting flood of sterling was in part diverted to the 
redemption of sterling debt. Thus, by fiscal years in £ million : 





1940. | 1941. | 1942. | 1943. 1944. | 1945. 1946. | 1947. | 1948. | 1949. | Total. 


Face value. 17 71 99 119 13 0-4 0:3 0:8 47 0-2 326 
Purchase value 17 75 92 120 13 0-4 0:3 0-8 51 0-2 324 









































1 This is the fullest official text I have found. See Hansard, 29.2.40, col. 2256 
apparently in answer to an arranged question. For clearness I have inserted 
“(c)” in the text. The statement seems to have passed generally unnoticed, 
e.g., the Economist did not note it. For other detail, see H.C. 84 of 1945, passim. 

2 In April 1947 the rupee was defined in gold under I.M.F. arrangements and 
the obligation above has been rescinded. 

3 The division of the war costs was as follows by fiscal years in £ million : 





1940. | 1941. | 1942. | 1943. | 1944. | 1945. | 1946. | 1947. | Total. 


On India’s account . 37 55 78 200 297 344 296 180 1487 
On Britain’s account 3 40 145 244 283 308 281 39 1343 


Total 95 223 444 580 652 577 219 2830 
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The bulk of this debt was British-held, though we cannot legiti- 
mately say more.! The sterling debt of the Central Government, 
which was some £350 million in 1939, was negligible ten years 
later. 

But the main flood went into an inflation of the rupee note 
issue as a counterpart to the sterling balances.2, Thus, for India 
and Pakistan, in £ million on June 30 each year : 







































| 1940. | 1941, | 1942. | 1943. | 1944, | 1945. | 1946. | 1947. | 1948. | 1949. 






































Notes issued ° 194 219 346 560 708 864 941 949 1013 | 1021 
Sterling securities 99 89 | 200 | 426 | 621 776 | 852 | 852 852 | 529 
Rupee securities 37 69 92 89 43 43 43 43 96 368 

515 | 664 819 | 895 895 | 948 948 





Total securities . | 136 | 158 | 202 











The still further growth of the balances was checked in 1943- 
44 by the sale of South African gold (see above). India’s share 
was “ fifty odd crore,” say £40 million. Again, in 1944 India 
was credited with some of her own dollar surplus. But recently 
some £176} million has been funded as the capital sum under the 
Pension Annuities Scheme, with annual discharges tapering off 
from some £8 million a year now to a final liability of just £163 
for an annuitant in a.p. 2007-2008. With the railway annuities 
of 1942, some £30 million then, these long-term items do not, so 
to speak, overhang the market, and they should be shown separ- 
ately at all times. Unlike the long-term Irish holdings they are 
not subject to liquidation at the order of another govern- 
ment. 

Finally, it may be mentioned that India’s traditionally favour- 
able dollar balance weakened in 1947-48.4 And in the world 
food shortage, when she feared a repetition of the Bengal famine 
(there had been a death roll of 1,500,000 in 1942-43), India drew 
on her balances. Pending the first settlement in 1947 she im- 
posed control on capital outflows to Britain and the sterling area, 


1 The redemptions were mostly done by vesting in Britain and in India. For 
a good description, see Economist, 30.10.43, p. 562. 

2 H.g., Economist, 2.10.43, p. 468: “Inflationary finance of the crudest 
character—that is, the issue of additional currency—has been the counterpart of 
India’s real contribution to the war in terms of goods delivered and services 
rendered,” the growth of sterling I.0.U.s providing an almost perfect parallel to 
the rise in the rupee issues, ‘‘ the country is in fact bearing the whole of the real 
burden represented by combined Indian and British Government defence 
expenditure.” But taxation and/or loans were in fact out of the question in the 
then state of Indian opinion and administration. 

3 For details, see Cmds. 7472 and 7479 of 1948. 

4 India’s net earnings of hard currencies during 1939-46 were £85 million 
and were surrendered to the Empire pool. It may be noted that India and the 
United States broke about even over lend-lease. 
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and subsequently she intensified them for the second settlement 
in 1948 to check repatriation of British capital from India.+ 

Indian sources display increasing restiveness about the balances. 
They were effectively blocked during the war when imports and 
shipping were not available and they could not be recouped in 
goods and services. They were formally blocked in 1947 into a 
No. 1 Account, which carries current earnings, and a No. 2 Account 
which is frozen. Transfers, somewhat misleadingly called “ re- 
leases,”’ have taken place from No. 2 to No. 1. They then become 
spendable, but whether they are actually spent depends on the 
availability of goods of the right kind and price to spend them on. 
Other transfers are offsets, such as the Pension Schemes and mili- 
tary stores. Here, as elsewhere, movements in balances cannot 
be legitimately interpreted without a full balance-of-payments 
statement which in fact is not yet forthcoming from either side, 
though begun in India. 

The assets of the Reserve Bank included the cover for the 
Burmese notes. In June 1942, following the Japanese invasion, 
the Government of India took over both liabilities and assets and 
the Bank’s sterling balances fell, possibly by £20 million. Now 
held for Burma, they would increase with the issue of military 
notes on re-occupation and, in turn, would revert to the Burmese 
Currency Board on Burma’s independence in 1947. But particulars 
seem missing. The active note circulation in 1948 was some £30 
million; bank deposits, some £15 million; and “ balances held 
abroad ” of the Central (Union) Bank, some £9 million.? Perhaps, 
as a guess, some £30 million of the residual item in Table IV above 
is Burmese. But though nothing is blocked, Burma is short of 
sterling, as Colombo has demonstrated.* 

The Indian situation was in many ways reproduced in Egypt. 
The rise in holdings was largely due to British and American 
military expenditure, which, as elsewhere, was not offset by 
countervailing imports and services during the war. In mid-1947 

1 The statement that sterling can move freely within the sterling area is 
increasingly out of date as this shows. Cf. Australia, Ceylon, South Africa. 
With non-convertibility the area is showing signs of strain and heterogeneity. 
India had entertained great hopes of convertibility under Bretton Woods and 
the American Loan Agreement, hopes which were dashed. But there is still co- 
operation on points. For example, India refers all would-be transfers from India 
to Egypt to the Bank of England for decision. 

? From the 1948 Bank Report. Not more than some £7} million of the note 
cover can be Burmese, so possibly £20 million is sterling. The Bank’s own £9 
million is likely to be sterling. 

3 On general Anglo-Burmesoe financial arrangements, see Hansard, 22.5.47, 
col, 276 and, more recently, 22.3.50, col. 1955. At times we have financed the 


rice crop and supplied dollars. 
No. 239.—voL. Lx. NN 
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the balances were formally blocked and Egypt and Sudan excluded 
from the sterling area. Figures were disclosed by Dr. Dalton in 
his abortive campaign for “scaling down” in 1947, viz., £404 
million at the end of 1945 and £395 million at the end of 1946. 
Now the foreign holdings of the National Bank of Egypt, which are 
almost wholly sterling, are known all the way, and at each of these 
dates they were four-fifths of the official totals. On this basis I 
derive my figures backwards for Table IV. Since the acrimonious 
“* settlement ” of mid-1947 and the setting up of the usual No. 1 
and No. 2 Accounts, the National Bank publishes the state of the 
_ two accounts as quoted in the table. Some £350 million two 
years ago, the Egyptian holdings are now £320 million, which 
represents no great repayment of debt.1 

It may be noted that Egypt arranged to redeem her long-term 
external debt with the rise in the balances by 1942, the British 
share being some £15 million. Her dollar holdings seem to have 
doubled since she left the sterling area.? 

The sterling balances or assets of Palestine and Transjordan 
are known or deducible for 1945-47, namely, about £115, £120 
and £100 million respectively.* For each of the quiet years 
1945-46, they were about double the London cash and securities 
of the Palestine Currency Board “ backing” the notes, which 
figures are available all the way. On this basis I derive my figures 
backwards for Table IV. Recent Israeli statistics are very 
difficult to understand, and no doubt there will be many counter 
items and liabilities to be argued out before a net figure is agreed, 
as already indicated in Cmd. 7715. 

Thus, of the £100 million sterling assets of Palestine post-war, 
some £50 million was in the currency account. Such cover is 
normally a long-term item, especially where the hard core of 
currency is concerned; most of it is not really relevant to “ ster- 
ling balances” in any liquid sense. After all, an eighteenth- 


1 On the whole subject and for Egyptian views, often sharp, see the National 
Bank’s Economic Bulletins, especially July 1948. For other estimates of war- 
time balances, see Bank for International Settlements, 14th Report (1944), p. 141. 
A local expert has privately given me his estimates of ‘‘ spot assets’ for banks 
1944-46 as some £350, £389 and £376 million respectively. His definitions, 
however, are narrower than the official ones in Cmd. 7163 on Egypt. Another 
£10 million or so might well be in private accounts and so on. 

2 As given by the Federal Reserve Board. For some remarks, of doubtful 
taste, see Economist, 18.2.50, p. 394, and an answer in 11.3.50, p. 529. 

* I obtain the £115 million by differencing between the sterling area of Cmd. 
7099 and of Cmd. 7793. The £120 million is from Cmd. 7167 (The Colonial 
Empire), p. 106—differencing would give £108 million. I infer the £100 million 
~¢ - eaten 27.5.48, col. 366. For other estimates, see Economist, 30.12.44, 
p- 
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century debt still ‘‘ backs ’’ some of our own notes. But where 
a country is, or becomes, self-governing, much or all of its notes 
can be backed by local securities quite as well as by foreign ones. 
The thing to do then is to “cash” the foreign securities and 
replace them by local ones. This process has begun in Palestine, 
where Israeli securities are replacing British ones; the issues of 
the Currency Board are falling, and with them, its British securi- 
ties.1 Other current examples are Iraq and, faintly, Southern 
Rhodesia. India and Egypt could be examples on the grand 
scale, followed by Eire. Under non-convertibility the Sterling 
Exchange Standard is not sacrosanct. 

There remains Iraq, the last main identifiable area of “ the 
Middle East.’”’ She presents many difficulties. For example, 
the Irak Petroleum Company and its subsidiaries form almost a 
“ foreign-exchange entity ” in themselves and, as oil, not much 
disclosed in Iraqi or British sources. To what extent are they 
deemed within the definition ‘“‘ other overseas account holders ? ”’ 
The Iraqi sterling assets were blocked in 1947 under a very com- 
plicated agreement. These assets were limited to ownership by 
the banks, the Currency Board and the Government. But 
private accounts ‘“‘ held by residents of Iraq” were not blocked, 
at least so long as they were not requisitioned by the Iraqi 
Government.’ 

The banks cannot have held much. Total deposits in Iraq 
were under £10 million before the war, doubled during it and are 
now some £16 million. The Currency Board sterling assets are 
known; thus, for March 31 each year (June 30 in 1949) in £ 
million : 





| 1040. 1941. | 1942. 194. | 1044. 1945. 1946. | 1947. | 1948. 1949. 
Cash and securities . | 6} 7 13 | 27 | 40 | 44 | 45 | 44 | 39 | 34 


























Even at the peak, the Board and the banks can hardly have held 


1 See the Board’s Reports. For example, in year ended March 31, 1949, 
some £9 million of notes was issued in London for cash there, and some £37 
million redeemed in cash there. The corresponding totals for the previous nine 
years were £67 million and £20 million. The Board’s British securities were £40 
million a March 1948, but only £21 million in March 1949. Palestine’s sterling 
balances might then have been some £30 odd million. 

2 See Cmd. 7201 of 1947, modified by Cmds. 7269 and 7490. For an account 
of the intricacies of the oil companies, see I.M.F.’s Balance of Payments Yearbook, 
1949, pp. 225-30. It may be noted that Miss D. Warriner, a high authority on 
the Middle East, says: ‘‘ Egypt and the Sudan have between them a sterling 
balance of £470 million, Iraq of £100 million and Palestine of £150 million ” 
(Land and Poverty in the Middle East (1948), p. 136). But she gives no definitions 
or sources, 
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more than £50 million. Yet the independent items in Table IV 
all seem justified in general magnitude, and still they leave a 
final residual for 1943-46, omitting £30 million for Burma, of 
£100 million or more. Some of this will be the private accounts, 
unknown in ownership and amount, including the petroleum 
companies. But part of the final residual may fall to the Iraqi 
Government itself. If the true holdings of Iraq had been only 
some £50 million, and mostly for currency backing, Iraq would 
surely not have been so emphatically included in the scaling-down 
campaign of mid-1947. 

If, as is likely, the Trucial Sheikhdoms are officially included 
in “the Middle East,” they might have more sterling than their 
odd name suggests, and so would account for some of the residual. 


They have oil. 


IV 


The final subdivision of the sterling area is: “‘ Other sterling- 
area countries.”” It should include Iceland, Southern Rhodesia, 
the Colonies and protectorates outside the Middle East and, 
possibly, the Channel Islands. The latter, blocked in the war, 
may like Eire be bigger holders than their size suggests. I 
collect a few official figures to illustrate the official jumbling, 


and I separate Iceland on the basis of I.M.F. data in their Inter- 
national Financial Statistics.1 Thus, in £ million : 





Dec. Dec. Dec. Dec. Dec. Dec. 
1941. | 1942. | 1943. | 1944. | 1945. | 1946. 


Cmd. 6707 ° e P 318 388 473 5i _ 
Cmd. 7099 e ° e _ _ _— 561 593 
Iceland . 4 = . 7 12 16 17 8 
British “‘ other sterling”. 311 376 457 5 544 585 
Crown Colonies ex. Palestine 

and Ceylon . ° . —_ _ _ 530 597 


























Cmd. 6707 is deemed here to include Ceylon in this group as 
a colony, and Cmd. 7099 to exclude her as a Dominion. The 
difference above would suggest £78 million for her in 1944. But 
the difference between the Dominion figures in Table I above, also 
official, gives £48 million then, a figure given independently by 
Ceylon herself. There seems to have been a downward Treasury 
revision of some £30 million for this area between the two papers, 
but no explanation is given.? Despite their similar definitions, 

1 The Fund’s Icelandic figure for 1945 so far published contains an error. I 
believe my own figure to be substantially correct, but there are difficulties in 


interpretation. 
2 It is tempting to associate the fall of £78 million here with the rise of £78 











% 
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Cmds. 6707 and 7099 are not completely consistent docu- 
ments. 

Ceylon has recently published her own story in extenso. It 
discloses a history of favourable trade balances, adverse terms of 
trade and inflation via the sterling-rupee link. I summarise the 
relevant detail below. The rapid drop in her balances in the 
world food shortage of 1947-48 is no doubt sufficient reason for 
the financial agreement and blocking of balances in April 1948.2 
She extended exchange control to the sterling area in June 1948 
and, with American advice, is setting up her own Central Bank with 
an independent dollar reserve from her own net dollar earnings. 

A late parliamentary answer * in 1949 disclosed the colonial 
balances, exclusive of Ceylon and Palestine, as £530 million at 
the end of 1945. Less my estimate for Iceland, Cmd. 7099 gives 
some £545 million for the residual British territories. We may 
plausibly assign the difference of some £15 million to Southern 
Rhodesia, which, though not a Crown Colony, is ‘‘ other British.” 
If so, her sterling balances would be some 2} times the United 
Kingdom assets * disclosed by the Southern Rhodesia Currency 
Board, which, however, also covers Northern Rhodesia and 
Nyasaland. These figures are available all the way. If such a 
multiplier is thought low, it must be remembered that Rhodesia 
has close links with South Africa, and some of her funds may be 
there. On this limited basis of one year > I hazard guesses for 





million for Europe, and to say it is due to the shift of European dependencies 
following the legal changes in the sterling area in 1944. But this ignores the date 
of Cmd. 6707 and the different treatment of reserves between it and Cmd. 7099. 

1 In November 1949: Report of the Controller of Exchange, 1948, pp. 1-33. 
Iam indebted to the Reserve Bank office for a copy. It is full of current and 
historical detail, including the case of ‘‘ sterling companies ”’ domiciled in London 
(cf. Iraq above). It is written with the independence of a Dominion. LF.g., the 
sterling balances ‘‘ are the product of sacrifice on the part of the people of Ceylon ” 
(p. 7); ‘‘ the aim of the Control in its extended form was to conserve the exchange 
resources of Ceylon—a purpose distinct from the objective of the original control, 
which was to conserve the exchange resources of the sterling area as a whole” 
(p. 14) under “‘ instructions received from the Secretary of State for the Colonies ” 
(p. 11). The setting up of an independent reserve has alarmed the Economist 
(13.8.49, p. 368), and it does indicate the creaking of the whole area, But 
Dominions are Dominions, with the same alloy of self interest as London itself. 

2 See Cmds. 7422 and 7766. The wording on p. 3 is odd. 

3% Hansard, 25.5.49, col. 1255. 

4 On its inauguration in 1940 the Board took over some South African and 
Rhodesian assets, all rather small. But by an Act in 1947 the Board must, if 
called upon, invest up to 20% of its assets in the local registered stock of its three 
Governments, and this process has begun. 

5 It will be seen that for 1946 the Colonial Office figure for the Crowa Colonies 
(Cmd. 7167 less Ceylon) is higher than the Treasury figure (Cmd. 7099) for a 
wider area. 
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1941-48. Her loan of £3 million was repaid by 1948; details can 
be had in the Finance Accounts. 

The sterling balances and assets of the Crown Colonies have 
been officially defined, with apparently only verbal variants, 
as : 


“‘ Currency Board funds which provide the sterling reserves 
for local currencies, Colonial Government funds held with 
the Crown Agents for the Colonies, loans to His Majesty’s 
Government in the United Kingdom expressed in sterling or 
sterling area currencies, and sterling funds held in London by 
banks operating in Colonial territories.” + 


The currency funds? are, to a minor extent, cash in London 
and, for the rest, medium-dated sterling securities of various 
kinds, all marketable in London and frequently reshuffled to 
maintain and often to increase their capital value. But as argued 
earlier, such cover is in the main permanent, and unless there is 
drastic deflation in the Colonies—for which history gives no 
support *—these securities are fixtures and do not overhang the 
market as balances. Much detail can be seen in the various 
Board Reports, and convenient totals are given in the Colonial 
Office List. 

Funds held by or through the Crown Agents would be the Joint 
Colonial Fund, working balances, temporary investment of 
revenue surpluses, the invested funds of pension schemes, savings 
banks and other provident devices and so on, and possibly the 
funds or investments of Colonal Marketing Boards. The wide 
range of possibilities can be sampled in Colonial Finance Accounts, 
in the balance sheets given in current Colonial Reports and the 
summaries in the Colonial Office List. 


1 See Cmd. 7715 (The Colonial Territories, 1949), p. 78. The main origin is 
thus officially described : ‘‘ The growth of the currency circulation and of bank 
balances may be attributed partly to military expenditure in the Colonies and 
partly to a relative increase in exports of Colonial produce as compared with 
imports, due to war-time conditions of short supply and to the co-operation of 
Colonial Governments in following a strict policy of import licensing ’’ (Cmd. 
7167, p. 106). Cf. Ceylon above. 

2 For an authoritative account of the Currency Boards, see Sir Gerard 
Clauson’s article in Economic JouRNAL, 1944, pp. 1-25. It may be noted that 
the East African Board is now solvent and that West Africa has now power to 
invest in local securities. 

3 Not even West Africa, the most likely case. The greatest net reflux so 
far was £5 million in 1920-21, and the next greatest £4} million in 1938-39. But 
there may well be a revulsion from the gigantic issue of £20 million in 1948-49, 
which easily dwarfs the next highest, £9 million in 1919-20. Cf. Economist, 
31.12.49, p. 1492. 
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Loans to Britain were as follows in £ million at December 
311: 




















1940. | 1941. | 1942. | 1943. | 1044. | 1945. | 1946. | 1947. | 1948. | 1949. 

West Africa 0-5 0-8 1:3 1:5 16 1-7 1- 1:7 15 15 
East Africa 0-2 25 5-7 10-0 12:5 15°3 18-1 15-0 13-0 | 10-9 
Malaya _ 2°3 2:3 2°3 2:3 2-3 0-0 0-0 0-0 0-0 
Ceylon ° _ 2-8 43 4-4 58 76 76 7-4 5-1 5-0 
West Indies 0:8 21 2-9 4-7 5-0 5-2 2-7 2-6 2-5 1:8 
Others ° 0-2 0-6 1:6 3-7 7-0 81 8-4 45 40 3-2 
Total . 17 11-1 18-1 26-6 | 34-2 40-2 38-5 | 31-2 26-1 | 22-4 























It will be seen they are all being repaid. 

My main impression of official colonial funds is one of per- 
manence, of assets rather than balances. Lent mostly to us, 
they are a heavy counterweight to the Colonial Development 
Acts. 

We have official figures, including banking funds, for groups 
of colonies for 1945 from Hansard, as above, and for 1946-48 in 
Cmds. 7167, 7433 and 7715. Something more can at least con- 
jecturally be devised in the absence of direct information. 

Parts of the West and East African stories can be found in 
their Currency Reports. For the four years 1945-48 the ratios 
between the December sterling balances of West Africa and the 
June currency assets are 3, 3, 2-7 and 2-8; and the ratios between 
the East African balances and the local currency circulation ? are 
5-5, 48, 5-1 and 5-2. Accordingly I have used multipliers of 3 
and 5 respectively to calculate their sterling balances back to 
1941. Malaya’s balances of £115 million in 1945 can reasonably 
be antedated * as some £100 million to 1941 and so maintained to 
her liberation. Hong Kong eludes even Imperial authority, and 
to grapple further would require impossible mental ju-jutsu. 


1 Based on information kindly supplied by the Colonial Office with own 
additions for Ceylon 1948-49. The Finance Accounts are patchy. To obtain the 
1945 figure of £48,846,000 ‘‘ raised in the Colonies and re-lent to H.M. Govern- 
ment ’’ (Cmd. 7167, p. 105), I am advised to add “‘ £1-1 million repaid to Trinidad 
and the loan from Malta amounting approximately to £7-7 million.” But this 
£7-7 million was merely the unspent balance of our gift of £10 million to Malta 
in 1942. Fora protest about the handling of the grant, see Malta’s Accounts and 
Finances, 1946-47, para. 21. It may be noted that Malta is replacing British 
notes by local ones. 

2 The East African Currency Board supplied the military notes for Ethiopia 
and Occupied Italian territories; hence, its assets are mixed, and comparison 
must be made on its notes and coin in East African circulation only. When 
Ethiopia in 1946 abolished the fair Maria Theresa dollar, she also withdrew the 
East African notes, returned them for redemption and now owns them as balances. 

3 See, for example, Economist, 25.10.41, p. 510 and 3.1.42, p. 14, for a discussion 
of Malaya’s balances. 
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Ceylon and Rhodesia have been covered. In this way, and using 
much official material for 1945-48, I conjecture that the following 
conspectus represents at least the true magnitudes; thus, in £ 
million with some rounding off :* 























TABLE V 


Colonies, Ceylon and Rhodesia 

















Dec. Dec. Dec, Dec. Dec. Dec. | Dec Dec 

1941. 1942. 1943. 1944. 1945. 1946. | 1947 1948. 

West Africa . ° 45 60 80 90 100 115 125 145 
East Africa . ‘ 40 50 70 80 100 100 105 105 
Malaya ° < 100 100 100 100 115 125 115 100 
Ceylon . . 20 25 33 48 79 83 50 48 
—— ‘ 7 10 10 15 15 20 20 +4 
ong Kong ¢ - 75 0 
Other P 95 130 160 170 210 220 180 180 
Total . .| 310 375 455 505 620 | 665 | 670 | 680 




















We are left with £180 million, in accordance with Cmds. 7433 
and 7715, for the unnamed “ other ” colonies in 1947-48. It is 
a very large sum to be found for the scattered islands in the 
Mediterranean, the West Indies, the Indian Ocean and the Pacific, 
usually pictured in deep poverty. Nor do the following compari- 
sons throw any light on the subject : 








Latest Public Sterling 
population revenue assets Per Ratio to 
ce. 1947, 1947, 1947, head, £. revenue 
000. £'000. £ million. 
Gambia, Gold Coast, Nigeria, 

Sierra Leone 31,351 31,454 125 40 40 
Kenya, Verase. Tanganyika, 

Zanzibar, Pemba 17,525 21,731 105 6-0 48 
Malaya, Rnnoandl Borneo, 

Brunei, Sarawak ‘ 6,873 43,117 115 16:5 2-7 
Ceylon (1946) e ; 6,657 34,325 83 12°5 2-4 
Southern Rhodesia > - 1,979 12,700 20 10-0 15 
Hong Kong . ° . e 1,800 10,269 75 415 73 
Northern Rhodesia, Nyasaland 3,870 6,165 —- — — 
Cyprus, Gibraltar, Malta 789 11,744 — = — 
Bahamas, Barbados, Bermuda, 

Guiana, Honduras, Jamaica, 

Leeward Is., Trinidad, 

Tobago, Windward Is. 7 3,079 28,774 ~- ca — 
Fiji, Mauritius . 726 5,447 — _— — 
Total, ** others ’’ as listed 8,463 52,130 180 21-0 3-5 




















It is surprising to find the last four groups so very well-off in 
sterling balances, even when American bases in the West Indies 
are remembered. But further conjecture seems useless. 

1 Totals for 1941-43 from Cmd. 6707 less Iceland; for 1944—46, from Cmd. 


7099 less Iceland plus Ceylon; for 1947-48 from Cmds. 7433 and 7715 plus Ceylon 
and Rhodesia. It seems better to round off than to pretend to greater accuracy. 
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The sterling balances have many characteristics, controversial 
and otherwise. But it seems best first to see how they originated 
and how they are distributed, and that is the present purpose. 

H. A. SHANNON 
University of Bristol. 














REVIEWS 


The Problem of Employment Stabilization. By Berti ORIN, 
(New York: Columbia University Press, 1949. Pp. 173. 
$2.75.) 


Tuts book proceeds from the particular to the general. It 
opens with an account of the functioning of economies experiencing 
“overemployment ”’; it proceeds to a discussion of plans for 
securing greater stability within a liberal framework ; it ends with 
an analysis of the theories of the Swedish school and of Keynes. 
It thus provides a convenient compendium of Professor Ohlin’s 
views, both abstract and practical, on the theme of economic 
stability. In so doing, it does more. For Professor Ohlin 
combines the gifts of a fine theorist and a shrewd observer, and 
he has selected with discrimination points requiring emphasis 
here and now, so that this volume may be deemed a handbook and 
guide for thought, perhaps the best available about this all- 
important topic. 

He writes with complete lucidity, a comfortable command of 
English and scholarly moderation. In some cases his statements 
make one wonder whether he was indeed actuated by devotion to 
caution, or, on the contrary, was deliberately using the rhetorica! 
device known as meiosis, or understatement, so much more 
effective than its opposite in producing a desired impact on the 
mind. 

The book is interspersed with sage reflections : 


ee 


. . . On the whole, I take the optimistic view that most 
people will work about as well in a society where they have 
security—without overemployment—as in one where they 
have insecurity. One can, I think, go even further and 
expect many of them to work better in the former society 
than in the latter, provided that they have the stimulus of 
higher economic rewards in compensation for greater and 
better efforts. So even if a few percent of the people work 
less in the absence of the strong incentive of insecurity, the 
loss will only be a small one.” (Pp. 105-6.) 


And again : 


“cc 


. . . I cannot regard the perhaps somewhat greater in- 
stability of employment in a rapidly progressive society as a 
weighty argument for measures to reduce the rate of progress 
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in order to bring about a more even distribution of income 
and, thereby, a relatively stable employment. Rather, the 
very fact that employment stabilization is somewhat more 
difficult of achievement in a rapidly progressing society 
should be a challenge to economists and politicians to work 
out a policy that will nevertheless maintain a reasonable 
degree of stability.” (P. 43.) 


In his opening chapter on overemployment he sets out in 
massive array the inconveniences and diseconomies—the bottle- 
necks, waiting lists, etc.—that attend that condition. The case he 
makes against it is so good as to take by surprise even one who 
has been making strenuous attempts in the same line of argument 
in recent years. Indeed your reviewer finds himself in such com- 
plete agreement with this chapter, as indeed with most of the 
book, that it may be incumbent on him to warn his reader against 
bias. One who has occasionally had the sense of being a voice in 
the wilderness must needs be warmed to enthusiasm on finding no 
less an authority than Professor Ohlin confirming most of his 


points. 
The evils of overemployment are great; the cause is set out 
in italics (p. 7): “The state of overemployment is due to an 


”°? 


excessive demand for investment purposes.” Later Professor 


Ohlin writes : 


“With regard to the balance of payments position in 
1948, the most characteristic element is the almost universal 
‘dollar scarcity.’ It should not be overlooked, however, 
that most countries have a universal ‘ scarcity’ of almost 

. all kinds of foreign exchange. This simply means that they 
would like to buy from abroad more goods than they can pay 
for through exports and other credit items. The cause of 
this situation is primarily the state of overemployment—an 
unbalanced domestic economy—in which the sums people are 
anxious to spend each year on consumption and investment 
exceed the value of current output at existing prices (pp. 
58-9). . . . An equilibrium between the demand for goods 
and the current supply—a return from a state of overemploy- 
ment to a balanced employment—is called for. The way to 
achieve it is to keep the total value of investment within the 
limits set by the willingness of the people to save.” (P. 61.) 


In his general planning for employment stabilisation, Professor 
Ohlin covers ground that is already familiar to those seeking 
this end within a liberal framework. He has a number of original 
points of hisown. Calling attention to the crucial part which the 
“acceleration principle’ plays in the more recent variants of 
trade-cycle theory, he pertinently remarks that “the rate of 
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change of consumption is not a factor that can be manipulated to 
make the whole system relatively stable ” (p. 31). It is necessary 
therefore to concentrate upon investment. He thinks that it may 
be well to take special measures to secure that “ costs in the build- 
ing industry do not get out of line with the general income level ” 
(p. 30). Economists have recently had to attune their ears to the 
expression “ built in stabilisers’; they must, I suppose, now 
accustom themselves to another variant : “ tax systems may also 
be invented that have a ‘ built-in flexibility,’ that yield large re- 
turns in booms and small ones in depressions.” Professor Ohlin 
has a good word to say for buffer-stock schemes (p. 52), and has 
encountered the experts’ familiar argument that the existence of 
stocks would have a depressing effect on prices, so that the average 
of prices in boom and slump taken together would be less than they 
would otherwise be. Is this really so? I have never seen a 
thorough-going analysis. These are but a few of the many matters 
discussed in this connection by Professor Ohlin. He has a chapter 
on Swedish experience of planning on these lines. 

He also has a chapter on the Swedish theory of “ unused re- 
sources.” He gathers together theorisings, which in total cover 
a large part of the ground that in Britain is associated with the 
name of Keynes. Apart from Wicksell, the Swedish development 
was largely contemporaneous with his. Keynesian economics 
have been noised abroad throughout the world, and the Swedish 
economists may well feel that some of their thunder has been 
stolen. In view of this, Professor Ohlin’s tribute to Keynes (p. 
137) is a strikingly generous one: “‘ No work in economic theory 
in the last decade has played anything like so great a rdle nor has 
any deserved it.” 

In his detailed discussion of Keynes, Professor Ohlin falls 
into oneerror. ‘‘ Let me mention only in passing that the assump- 
tion that savings rise faster than incomes is not essential to the 
theory. It makes it unnecessarily a special theory.” This 
assumption is not made in the General Theory. Keynes was 
particularly careful to state what his assumption was: 


“The fundamental psychological law, upon which we are 
entitled to depend with great confidence both a priori from 
our knowledge of human nature and from the detailed facts 
of experience is that men are disposed, as a rule and on the 
average, to increase their consumption as their income in- 
creases, but not by as much as the increase in their income. 
. . . Whether or not a greater proportion is saved, we take it 
as a fundamental psychological rule of any modern com- 
munity that, when its real income is increased, it will not 
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increase its consumption by an equal absolute amount, so 
that a greater absolute amount must be saved, unless a large 
and unusual change is occurring at the same time in other 
factors.” (Pp. 96-7.) 


Thus it would be quite consistent with Keynes’s assumption 
and would support the structure of the theory he develops if 
income receivers actually consumed a larger proportion of a larger 
income, always provided that they saved a larger absolute 
amount from it. Keynes was always anxious in discussion to 
point out that his theory rested on this very modest assumption. 
It is to be observed that this is the only example which Professor 
Ohlin gives in this particular passage to substantiate his statement 
that Keynes’s theory is “a highly special theory and not at all a 
generaltheory.”’ His principal gravamen in the pages that follow 
is that Keynes’s theory is over-simplified. 

The main gap in the Swedish doctrine, in my judgment, is the 
inadequacy of its theory of interest. Professor Ohlin’s passage 
which deals with this matter appears to be quite unsatisfying 
(pp. 121-6). ‘‘ Everything depends on the speed of reactions,” 
he states. And he also has to bring in the ill-defined concept of 
“ eredit.”” He complains of Keynes’s theory that it is “ simple ”’ ; 
it may indeed be an over-simplification, but this need not be a 
stumbling block if it contains the heart of the matter. “This is 
not the place to re-open a discussion of this important question. 
It should be observed, however, that if it is true that Keynes’s 
theory of interest is in its broad terms correct, the importance of 
this goes far beyond the theory of interest itself. For it enabled 
Keynes to complete a general theory of output as a whole with all 
its parts properly inter-related. Thus his réclame depended not 
only on his having enunciated, like the Swedish economists, 
certain correct propositions in regard to the causes of the trade 
cycle, but still more on his having related trade-cycle theory to a 
wider theory of equilibrium. Closing the gap in regard to interest 
theory was an indispensable part of this achievement. 

Professor Ohlin does well to remind us that there is in Keynes 
a “neutral or optimum ”’ rate of interest, namely “ the natural 
rate in the above sense which is consistent with full employment 
given the other perameters of the system” (General Theory, p. 
243). Keynes would not call this the natural rate. This reluc- 
tance, whatever its motive, was conformable with the traditions of 
economic theory, for from the time of Adam Smith onwards, the 
word natural has been used of a price which tended in the long 
run to establish itself under market forces. In this sense Keynes 
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held that there were many “ natural” rates. His doctrine of an 
optimum rate may serve to meet those critics who have com- 
plained that he divorced interest from the forces of productivity 
and thrift and left interest theory “ hanging by its own boot 
straps.” Keynes’s optimum rate of interest is clearly governed by 


productivity and thrift. 
R. F. Harrop 
Christ Church, 


Oxford. 


Five Lectures on Economic Problems. By Grorce J. STIGLER. 
(London: The London Schoo! of Economics and Political 
Science, and Longmans, Green & Co, 1949. Pp. 65. 7s. 6d.) 


In these lectures, which were delivered at the London School 
of Economics, Professor Stigler deals with a large number of 
topics, ranging from the classical economists to the degree of 
monopoly in the United States of America, and from Professor 
Chamberlin’s “ groups” to the use of mathematical techniques. 
Although the reader is left in every case with a feeling of regret 
that the argument has not been developed further, the fact remains 
that a vast amount of thought and scholarship has been com- 
pressed into a small space. Moreover, the very incompleteness 
of the discourses adds in a way to their interest : tout dire c’est 
rien dire. 

The argument of the first lecture, which is entitled “ The 
Economists and Equality,” may be summarised briefly. The 
classical writers were not much concerned with greater equality, 
although they respected the idea; nor were they obsessed, as is 
sometimes suggested, with the importance of increasing output. 
Both the objective of greater equality and the objective of greater 
output “ are on an equal footing as proximate goals, and neither 
has content except as part of a philosophical system.” In the 
philosophical system of the classical economists, the ultimate goal 
was the development of the individual : if they favoured policies 
which would permit a large rise in output, they did so not for a 
materialistic reason but rather because they were convinced that 
economic development in a free society would foster the qualities 
of self-reliance, self-discipline and independence. 

Whether this interpretation of classical thought would be 
endorsed by other authorities on the subject, I do not know; but 
if it is sound, is the implication that the older writers were well 
ahead of the modern school of welfare economists? Professor 
Stigler might, indeed, have pointed out that the recent attempts 
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to develop a chain of reasoning which is both significant and 
ethically neutral has proved a failure in practice—that is to say, 
in the practice of economists. Admittedly there is a superficial 
attractiveness about such projects; but the right course is surely 
not to avoid ethical questions, but rather to label them boldly and 
explicitly as such when they appear in an argument. Indeed, the 
attempt to avoid them merely results in leaving the assumptions 
implicit, and this increases enormously the dangers of political 
bias and of muddled thinking. Welfare theorists might be well 
advised to abandon for a time the embellishment of the semi- 
mathematical superstructure which has been erected on in- 
adequately surveyed foundations, to read this lecture carefully 
and to ask what kind of human beings our systems would tend to 
produce. After all, if the people with technical knowledge are to 
evade the discussion of problems which are inevitably both tech- 
nical and ethical, the more important part of the whole subject 
will become a charlatans’ preserve. 

In a subsequent lecture on the classical economists, Professor 
Stigler argues that, even from the point of view of theory, they were 
often at their best in analysing practical problems. He quotes, by 
way of example, from the Report of the Royal Commission on the 
Hand-loom Weavers Petition of 1835, and shows how much 
sophisticated theory is implicit in the judgments it contains. It 
is to be hoped that he will return to this subject elsewhere and 
deal with it at greater length. Most commentators on the history 
of thought have been too exclusively concerned with the more 
formal statements of the classical theory of value, and there is 
therefore scope for a new survey. 

Professor Stigler’s lecture on the mathematical method is 
moderate in tone and well balanced. As a solution to the diffi- 
culties discussed, he suggests that mathematical economists 
should translate their results into words—a sound, if not an 
original, proposal. It is unfortunate, however, that in practice 
“the words ” tend too often to be mathematical jargon, with the 
result that the prose is scarcely more intelligible than the mathe- 
matics. Nor is it, after all, merely a question of words; the 
mathematical bias affects the degree of emphasis given to various 
subjects and leads to the neglect of those which are unsuitable for 
mathematical treatment. Reference may also be made to a 
footnote in which Professor Stigler suggests that more mathematics 
might be taught in schools in place, perhaps, of economics and 
civics. This is very sensible, although mathematics need not be 
regarded as the only substitute for such unsuitable studies. 
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The lecture entitled “‘ Monopolistic Competition in Retro- 
spect ” contains an interesting survey of Chamberlain’s use and 
subsequent abandonment of the concept of the “‘ group.”’ Pro- 
fessor Triffin’s conclusions are also criticised, and it is suggested 
that much of the trouble has been caused by an attempt to find a 
comprehensive and realistic theory, instead of recognising from 
the outset that different models may be useful in analysing 
different situations. This is, no doubt, an important and some- 
what neglected truth; but the argument is too cryptic and needs 
to be developed and illustrated at greater length. 

The last lecture, ‘‘ Competition in the United States,” is so 
interesting that it should be made the basis of a much longer study. 
‘Tt seems conservative,” he concludes, ‘‘ to estimate that the 
competitive industries were producing seven-tenths of the national 
income in 1939, and utilising more than four-fifths of the labour 
force.” He also produces evidence which suggests that con- 
centration began to decline in the ’thirties. (‘This conclusion is 
in general accord with the findings of other investigators, notably 
those of Dr. J. M. Blair.) A minor blemish in this chapter is the 
following statement in the preliminary discussion: ‘‘ And if we 
tentatively accept the ratio of price to long-run marginal cost as 
the commercial measure of monopoly power, there are few 
industries in which this ratio surpasses 1-5 and virtually none in 
which it exceeds (say) 3.” The order of magnitude is so ob- 
viously wrong that one suspects a misprint. Should it be “ 1-15” 
and “1-3”? To avoid misunderstanding, I must add that he 
does not use this measure in his subsequent analysis: naturally 
enough the calculation follows more conventional lines. 

T. WiLson 

University College, 

Oxford. 


A la Recherche d’une Discipline Economique. By M. Auuats. (Paris: 
Centre d’Etudes Econométriques, 1943. Pp. 852 and 68.) 


M. ALuats is a very enthusiastic economist. In his introduc- 
tion he tells us how disturbed he is at the lack of knowledge of 
economics in cultivated and scientific circles. He holds that the 
economic education of an élite class is both necessary and sufficient 
for an improvement in the well-being of the world. Accordingly, 
he sets out to write the book which he, an engineer with math- 
matical training, vainly sought when he began to study economics. 
Claiming synthesis rather than originality, he has aimed to provide 
a single, coherent, and systematic account of the working of the 
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economic machine, expressed in the mathematical language, 
familiarity with which he regards as a sine qua non of economic 
understanding. 

In pursuit of this aim he has planned a mathematical work, in 
six volumes, comprising 3,000-3,500 pages. The present title is 
that of the first volume of 850 pages, which deals with a closed 
moneyless accounting system. The book begins with 200 pages of 
definitions and postulates; the latter are those of the most rigorous 
kind of pure competition, such as perfect foresight and information, 
complete absence of friction and inertia, and so on. This is followed 
by 250 pages dealing with the necessary conditions for a stable 
equilibrium, both general and in relation to firms and individuals ; 
which is succeeded by a discussion of the equilibrium conditions 
themselves, and of welfare economics. The book finishes with an 
account, among other things, of the determination of wages, of 
the type of unemployment which could occur as a result of real 
wages being somehow held above their equilibrium values, of 
“ optimum ” populations, and of the role of rent in an economic 
system. The assumption of a closed moneyless economy is 
retained throughout. 

The thoroughness and rigour with which M. Allais has ploughed 
through this huge field, the dimensions of which I have briefly 
tried to indicate, are wholly admirable. Nothing is left vague (or 
to the reader’s imagination). Every required definition and 
postulate is carefully laid out, and explained; and an attempt 
is made to justify each of them. The whole is thoroughly seasoned 
with comment on scientific method, principles of measurement, 
etc., and with analogies and illustrations drawn from physics and 
engineering. Most of this comment is apposite and true. 

Where the book seems to me to be less good is in cohesion and 
succinctness. Thus there is much that is barely relevant to the 

main theme of showing how the whole economic system hangs 

together. For instance, complementarity is introduced; but no 
clear idea emerges of its importance (if any) in general equilibrium 
theory. Consumer’s surplus rears its head, but its relevance to 
welfare economics remains undiscussed. As far as synthesis is 
concerned, the student receives no hint that welfare economics, 
and consumer’s surplus, and index-number theory, and the theory 
of consumer’s behaviour, are all intimately related. (In common, 
apparently, with other French economists, M. Allais considers that 
the index-number problem was solved by M. Divisia’s integral- 
type index.) There is also rather a lot of unnecessary repetition. 


One is inevitably reminded of Professor Samuelson’s remark “ I was 
No. 239.—VOL. LX. 00 
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simply proving the same theorems a wasteful number of times.” 
But this is to be unfairly wise after the event. M. Allais’s work 
was finished in 1943. What it would be fairer to say is that the 
author, if his educative purpose was to be fulfilled, should have 
been more selective. Few students, even those with the required 
mathematical knowledge, can be made of the same stern stuff as 
M. Allais. While much could have been left out with little or no 
loss, the student should have been given a hint of the important 
gaps which occur. Not only is the index-number problem not 
noticed, but the theory of monopolistic competition is completely 
ignored. Also, the assumption of “no inertia” rules out all 
dynamic process analysis. No cobwebs are to be found in the 
chapter entitled Dynamique du Déséquilibre. 

A more disturbing feature of the book is that the author, to my 
mind, indulges in the vice of wishful mathematical thinking. 
Admittedly, he warns the reader frequently that he is only building 
a model—a first approximation. But at the same time, he usually 
leaves one with little doubt that he considers it a good approxima- 
tion. This becomes most disturbing when we read the chapter on 
welfare economics, where we find a comprehensive and accurate, 
but uncritical, statement and development of Paretian theory. 
Applications are discussed, and the author clearly considers that 
this is the climax of the book, to which everything else was a pre- 
lude. But when we reach this point, we have had no discussion of 
any limitations, which are, or possibly should be, laid on individual 
choice ; nor of imperfect competition ; nor of the problems of finite 
change and indivisibility. The assumptions of perfect knowledge 
and complete lack of friction still lie, half-forgotten, behind us. 

The student of economics who can master A la recherche d’une 
Discipline Economique will certainly have learned a great deal. 
He will be alive to a great many possible fallacies, of both a logical 
and methodological character. What I fear that he may not 
have learned is a proper respect for the facts. But perhaps M. 
Allais had planned to correct this in later volumes. 

I. M. D. Lirrte 
All Souls’ College, 
Oxford. 


The Theory of Fluctuations in Contemporary Economic Thought. 
By Stipney D. Meru. (New York: Columbia University 
Press (London : Geoffrey Cumberlege), 1949. Pp. 168. 22s.) 


Tue central proposition of this book is that equilibrium is a 
concept of little value in the analysis of an economic system whose 
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main characteristics are growth on the one hand and fluctuation on 
the other. The greater part of the book is devoted to a discussion 
of certain leading modern theories—Swedish, Keynesian and 
Hicksian—which the author finds defective on this score to a 
greater or less degree. In particular he holds that most theories 
even of the short period have been to a large extent vitiated by 
paying inadequate attention to long-period factors influencing the 
marginal efficiency of capital: “the problem of cyclical fluctua- 
tions is hardly amenable to study without some reference to a 
long-run framework ” (p. 122). A chapter is accordingly devoted 
to an attempt to repair this omission by enumerating some of the 
considerations relevant in this connection. A concluding chapter 
discusses briefly the dangers of a policy of reliance on theories 
subject to the shortcomings mentioned. 

Dr. Merlin’s main idea is a valuable and suggestive one with 
far-reaching implications; but it cannot be said that his develop- 
ment of it is very successful. His style is obscure and often 
tedious, and the reader has the greatest difficulty in extracting 
from the account of the various theories discussed precisely what 
it is that the author considers admirable and what unsatisfactory 
in each. On one or two occasions unmistakable non sequiturs are 
perceptible through the mist, as where we read (p. 128): “ as the 
scale of investment in new labour-saving equipment rises, the 
increase in productive capacity is likely to be relatively greater in 
large-scale firms than in small firms, because the large-scale firm 
with a sizable wage-bill may find new investment in cost-reducing 
equipment especially attractive.’ And in a work concerned 
mainly with methodology, it is irritating to find a consistent 
failure to appreciate the difference between the static-dynamic 
classification of theories and the quite separate distinction between 
“ micro-economics ” and “ macro-economics.” 

These, however, are points of detail. A more serious fault is 
that while Dr. Merlin’s readers are certainly left with the im- 
pression that all is not well with the concept of equilibrium, they 
would be hard put to it to discover from his pages the exact nature 
of the difficulty. For the most part, his criticism appears to 
focus on two aspects of equilibrium theory. The first of these is its 
neglect of the importance of uncertainty in the analysis of entre- 
preneurial decision-making. The presence of uncertainty is liable 
to invalidate any theory which ignores it; but the author well 
shows that few of the theories which have attempted to take explicit 
account of uncertainty really mark much advance on the score of 
realism, so that the prospects of improving our theoretical appara- 




















562 THE ECONOMIC JOURNAL [SEPT. 


tus in this respect do not at the moment appear very promising. 
The second fault in orthodox theory with which Dr. Merlin is 
concerned is its tendency to treat as data factors which, even for 
the purposes of quite narrowly defined problems, must be accepted 
as variables: that is, the trend cannot be considered apart from 
the fluctuations, or the fluctuations in divorce from the trend. 
This is a perfectly fair criticism of much economic thinking; but 
the author does not make sufficiently clear that, in saying that 
long-run development is inextricably tied up with short-run 
fluctuations, he is doing no more than advancing a hypothesis. 
It is not possible to dismiss out of hand without a hearing the 
contrary view that fluctuations can for certain purposes be regarded 
as frictions and accordingly neglected. As Dr. Merlin concedes 
that (p. 121) ‘‘ contemporary dynamic theories . . . do not pro- 
vide us with a satisfactory theory of the business cycle... 
partly, it is true, because they are not concerned with the business 
cycle” (but with the determination of short-period equilibrium), 
it seems a little otiose to belabour at such length the authors of these 
theories for failing to provide an explanation of a phenomenon 
from which they deliberately abstract. Now it may very well be 
that such abstraction does violence to the nature of the problems 
at issue; but this needs to be proved, and Dr. Merlin does not 
provide a convincing proof either on an empirical or on a theoretical 
level. 

In fairness to the author, it should be said that his book is 
probably not intended as a specimen of the sort of economics he 
would like to see, but rather as merely a prolegomenon. Viewed 
in this light, The Theory of Fluctuations in Contemporary Economic 
Thought is certainly not without value; for whether or not it 
contributes very much to our understanding of the questions it 
raises, there can be no doubt as to the importance of the questions 


themselves. 
R. C. O. MattHEews 
Cambridge. 


Theorie van drie Stelsels van Sociaal-economisch Leven. By C. 
WeststrRaTE. (Leiden: Stenfert Kroese’s Uitgevers- 
Maatschappij, N.V., Leiden, 1948. Pp. xv + 656. f.16.) 


Tue author of this book betrays in a footnote a somewhat 
sensitive anxiety that his short ‘“‘ Voorword ” should not experience 
the neglect which (as he erroneously thinks) is the fate of most 
Forewords. He ventures to hope that it will be read. The same 
advice might be given with regard to the very restricted blurb 

















1950] | DRIE STELSELS VAN SOCIAAL-ECONOMISCH LEVEN 563 





which accompanies it. Confronted with such an overwhelming 
volume as this is, it is as well to know what the author thinks 
he is doing, and equally what the author is quite sure that he 
is not doing; and these two short statements convey, more 
clearly than is customary, essential guidance on these important 
matters. 

The volume purports to be a general introduction to modern 
economic theory, making available for Dutch readers what at 
present (so it is suggested) can be found only in foreign books. 
This probably does less than justice to the achievements of the 
Dutch economists and the surprising linguistic accomplishments 
of the Dutch people. But at least the plea indicates that we are 
not here concerned with a book claiming originality. Secondly, 
the book is of design purely theoretical : the reader will not here 
be confused with undue reference to an intractable world. Pro- 
fessor Weststrate has in fact dealt with that aspect of the matter 
in another volume. Within the framework of his plan, Professor 
Weststrate covers—if it be not a disrespectful expression—the 
whole bag of tricks so far as concerns modern theory, with the 
exclusion of two fields which are designedly set aside for reasons 
which are not very convincing. He has excluded anything that 
involves Ruimte—trelations in space—and accordingly location of 
industry and foreign trade are outside the scope of his discussion. 
Perhaps even less defensible in view of the plan of his book is the 
deliberate omission of anything relating to the provision made for 
the satisfaction of collective needs. 

The distinguishing feature of Professor Weststrate’s treatise 
lies in the arrangement of the matter rather than in the matter 
itself, though indeed his discussion of the various topics as they 
come along is marked by a fullness and a penetration which are 
alike remarkable. The basis of his discussion is foreshadowed in 
the somewhat uninformative, if not exactly misleading, title of 
the book: ‘The Theory of Three Systems of Social-economic 
Life.”” Professor Weststrate is impressed by the fact that our 
text-books reflect a world of “ free-exchange,”’ and thus portray 
a system which is no longer dominant. It may exist in the 
United States, but it is not found in Holland or in Europe, and 
there is little prospect that we in Europe will witness its return. 
To each economic system there is an appropriate “ theoretical 
economy,” though indeed they are interconnected. Professor 
Weststrate’s purpose, as indicated in the title of this book, is 
accordingly to discuss the theoretical economics appropriate to 
three different systems: first, the centrally controlled system ; 
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secondly, the “ free-exchange ”’ system (now defunct for us in 
Europe); and thirdly, the mixed variety, in which the government 
intervenes for certain purposes and in certain ways. 

It may be doubted whether Professor Weststrate’s excellent 
and comprehensive discussion gains from the attempt to present 
it in three separate containers. As he confesses early in the dis- 
cussion, the three theoretical economies are not geheel los van 
elkaar (p. 21)—they are not wholly separate from each other; 
and there are moments of surprise in reading this book occasioned 
by encountering topics in the place where they are in fact en- 
countered. Admittedly the question of population is discussed 
elsewhere as well, but it is here first met as if it were in some way 
a peculiar problem of a centrally controlled economy. Indeed 
before embarking on his three systems, Professor Weststrate 
devotes almost a quarter of his volume to economic concepts at 
large, and has much to say that is of value on disproportionate 
returns and on costs and on other matters. Moreover, it is odd, 
as Professor Weststrate himself appears to realise, that the dis- 
cussion of the allegedly defunct system of “ free-exchange ” 
should occupy vastly more space than the discussion of either of 
the other two systems. Indeed, if truth be told, there is not a 
great deal that can be usefully said about the completely con- 
trolled economy, apart from its definition ; for it also is an economy 
that has never existed. Professor Weststrate’s entirely justifiable 
procedure is to construct an ideal system, and thereafter approach 
reality. 'To see how far from reality we are at the outset, it may 
be of interest to note the characteristics of the model centrally 
controlled economy from which we start. In this initial stylised 
model (p. 145): (a) the data are completely determined; (b) the 
data are completely known to the authority; (c) the data are 
unchanging; (d) the various consumption goods are consumed 
separately; (e) the various goods are produced separately; (f) 
the products are completely divisible ; (g) the controlling authority 
acts with complete rationality; and (h) the authority has its 
subjects completely in hand. In fact, during most of this dis- 
cussion we seem to be concerned with Robinson Crusoe and his 
man Friday as a first inadequate approximation to this model; 
and when Robinson Crusoe realises that his needs are more press- 
ing than Friday’s, he is indeed in a difficulty. It is a matter on 
which Robinson is perhaps not a wholly impartial judge. He 
may have anticipated George Orwell in realising that while all 
animals are equal, some animals are more equal than others. In 
fact, as we are told on one occasion, Robinson is reduced to guess- 
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ing. The difficulty with regard to all this method of starting 
with a simplified model and thereafter approaching reality by 
discarding the unreal assumptions one by one is that we are 
seldom told specifically what effect the removal of the unreal 
assumption has on the validity of the conclusions appropriate to 
the original unreal assumptions. This is a disturbing thought 
which must often weigh on the conscience of all who seek to in- 
struct the young. In fact, when Professor Weststrate, in the 
corresponding case of the “ free’? economy, contemplates the 
complications which rush upon him as his initial assumptions are 
removed, he confesses somewhat plaintively (p. 565) dan begint 
het ons te duizelen—“ then indeed we begin to grow dizzy!” No 
doubt we do; but it is not a promising prelude to the enunciation 
of clear-headed theory. 

It is perhaps in Professor Weststrate’s treatment of the third 
of his Systems—the mixed economy—that the reader will feel 
most clearly the inadequacy of the framework of this discussion. 
For the mixed economy, as is here recognised, is not a definite 
system, but merely a collective name for all manner of possible 
systems. Consequently there can be no “ Theory,” and in fact 
Professor Weststrate professes to do no more than discuss a 
number of points illustrating government intervention. Thus he 
considers in great detail the immediate and remoter effects of 
minimum and maximum prices, and problems relating to the 
action of the appropriate authority in regard to monetary policy. 
On the general question of Planning, Professor Weststrate 
justifiably reminds us of the observation of Professor Fisher that 
“there is probably no other word which is used so loosely as is 
‘ planning,’ and which therefore has such little value as an aid to 
clear thinking.”’ But his own definition is probably not one that 
would be welcomed with open arms. By “ planning” he under- 
stands (p. 610) “management and control by the authorities, 
through indirect means, of production carried on by free under- 
takers.” Planning on this interpretation would merely amount to 
control and intervention, which provide the characteristics of 
Professor Weststrate’s third “system.” Unfortunately even 
control and intervention may be “ unplanned,” as the word is 
ordinarily understood by ordinary men. 

Professor Weststrate’s discussion is uniformly competent. It 
is the great merit of his book—or the great defect, according to the 
point of view—that it gives us our theory in a new sequence and a 
new setting; and it may at least be claimed that this may be a 
stimulating and refreshing experience, The work throughout is 
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copiously equipped with diagrams of the type with which we have 
become familiar in books on Imperfect Competition. 
ALEXANDER GRAY 







Edinburgh. 







Income, Employment and Public Policy. Essays in Honour of 
Alvin H. Hansen. (New York: W. W. Norton & Co. 
London: George Allen & Unwin, 1949. Pp. viii + 379. 
21s.) 


S1xTEEN of Professor Hansen’s former pupils or close associates 
have contributed essays to this volume, and a large number of 
topics is discussed, from the consumption-function to produc- 
tivity and the wage structure, and from the redistribution of 
income to exchange practices and the Fund. This variety of 
subjects, while it makes the task of the reviewer almost impossible, 
is entirely appropriate in a book written in honour of an economist 
who has contributed so much to so many different branches of 
his subject. 

The first part of the book is concerned with the Determinants 
of Income and contains essays by Metzler, Domar, Duesenberry, 
Higgins, Goodwin and Samuelson. On the whole this is the most 
valuable part of the book, but it is possible to mention only three 
essays here: those by Metzler, Duesenberry and Goodwin 
respectively. 

In his essay on the ‘“ Three Lags in the Circular Flow of 
Income,” Metzler concludes that ‘the lag in consumers’ ex- 
penditure is short relative to the lag in output ”’ ; and he infers that 
** unforeseen or unexpected changes in business inventories are the 
principal factor which equalizes actual saving and investment in 
periods when the discrepancies between intended saving and 
intended investment are large.” Although his case is supported 
by statistics for only a short period—United States, 1929-38— it 
is clearly of considerable interest and importance. 

The Keynesian consumption function has been under attack 
for many years, and a fresh onslaught is made by Duesenberry in 
his essay on “‘ Income—Consumption Relations.” He lays great 
stress upon the importance of distinguishing between the effects 
of a rise in incomes and a fall in incomes: if incomes rise, the 
initial reaction may be to save a good deal at the margin; if 
incomes fall, however, consumers will naturally try to maintain a 
position previously reached even if this involves dis-saving. 
There is nothing particularly new in this. But the author makes 
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some interesting references to the data on family budgets in the 
U.S.A.; and he also records the results of a calculation of the 
connections between saving, current income and past income at 
the highest point previously reached. It should be noted in 
passing that there are two consumption-lags which are not, 
perhaps, always distinguished : the lag, which may well be short, 
before income payments can pass through people’s pockets 
and be spent; and the lag, which may well be long, before a 
change in income induces people to change their expenditure 
habits. 

Duesenberry also tries to account for the constancy in the 
average propensity to consume as indicated by Kuznets’ figures 
for a long period. But the explanation offered on pp. 77-8 
seems to me obscure, and the constancy still remains somewhat 
mysterious. (In saying this, I do not wish to imply that a down- 
ward trend might reasonably have been anticipated; it is 
doubtful whether there is much a priori justification for expecting 
any particular trend.) 

The connection between cycles and trends is examined by 
Goodwin in his chapter on “ Secular and Cyclical Aspects.” He 
points out that it may be misleading to deduce conclusions about 
cyclical propensities from average decade figures—although the 
usual fallacy has, I think, been the reverse of this. The mathe- 
matics of cycle and trend are set out, but so much ground is 
covered in this intricate essay that no further commentary can be 
attempted here. 

Part II begins with a chapter on Redistribution by McCord 
Wright, who reaches his usual high standard in discussing socio- 
logical problems. (Some of his fellow contributors might benefit 
from a careful study of this essay.) This is followed by an inquiry 
by Alexander into the reasons for the opposition in the U.S.A. to 
deficit spending, which should be of interest to the British reader. 
He might perhaps have added to his list of difficulties the specious- 
ness of some of the arguments put forward by the supporters of 
deficit finance. Lerner provides an example in a subsequent 
chapter in which he quotes the confusing statement that the 
national debt is not a burden. Fortunately this topic is satis- 
factorily elucidated, and Lerner reminds the reader that some 
taxes may always be “ bad taxes”! Cary Brown’s examination 
of ‘‘ Business-Income Taxation and Investment Incentives ”’ is 
also useful; this is an essay which might have been longer. 
There is also a valuable discussion by Musgrave of “ Credit 
Controls, Interest Rates and Management of Public Debt.” 
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Stettners’ account of the views of Carl Dietzel will be of interest 
to the historian; but his enthusiasm seems exaggerated and he 
pays too little regard to historical perspective. The book 
concludes with two essays of considerable interest; one by 
Dunlop on “ Productivity and the Wage Structure,’ and the 
other by Alice Bourneuf on “ Exchange Practices and the 
Fund.” 

Enough has been said to indicate the scope of the book. It 
may now be asked whether the authors have made progress in 
developing those branches of economics which are peculiarly 
associated with the name of Professor Hansen. Public finance 
may be mentioned first, and it has been made clear above that 
there are useful contributions under this heading. When, 
however, one turns to the theory of stagnation, it is of interest to 
note that nothing is said which makes it more plausible, although 
many contributors appear to accept it without reservation. As 
for employment policy, the most striking defect is the scanty 
treatment of the administrative difficulties which ought to have 
received a good deal of attention from those who are interested 
in the practical application of Hansen’s ideas. (It is true that 
Bishop has described very neatly the Alternative Expansionist 
Fiscal Policies, but only in theoretical terms.) Nor is anything 
like sufficient attention devoted to structural problems, and a 
characteristic defect of the Keynes—Hansen approach is not, 
therefore, removed. Admittedly one essay must be regarded as 
exceptional in this respect : Perloff lays much stress on sectional 
problems, but even in his essay administrative difficulties are 
neglected. 

The book is not quite free from dogmatism or unmarred 
by clichés. For example, it seems somewhat rash to take it for 
granted, as many contributors do, that monopolistic developments 
always reduce the volume of investment. It is also perhaps 
surprising that contributors are so wont to preface their arguments 
with phrases such as: “In a capitalist economy .. .” There 
would, of course, be no reason to cavil at this if their subsequent 
comments related to those difficulties which are peculiar to 
capitalism; but in what is probably the majority of cases they 
are discussing problems which must be faced in any highly de- 
veloped and dynamic economy. For example, a certain amount 
of instability must always be anticipated in the industries which 
produce semi-durable goods—unless, of course, it is decided to 
disregard urgent needs and to abandon the objective of “ pro- 
duction for use ”’ ! 
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It is regrettable that the penultimate paragraph of this review 
should have been so carping in tone. For taken as a whole, this 
is a stimulating volume of essays and a worthy tribute to Professor 
Hansen. 


T. WILson 
University College, 
Oxford. 


The Science of Wealth. By J. A. Hopson. Revised by R. F. 
Harrop. (London: Oxford University Press (Geoffrey 
Cumberlege), Fourth Edition, 1950. Pp. ix + 214. 5s.) 


The Science of Wealth is by no means the most significant of 
Hobson’s many works : it was not intended to be. Nevertheless, 
this new edition is well worthwhile, for the book contains not only 
a more lucid description of the industrial system than can be 
found in many more recent elementary texts, but also a detailed 
exposition of the author’s theory of unproductive surpluses. 
Hobson’s other and more publicised theory, the theory of indus- 
trial depressions, appears only briefly in this book, although the 
argument at various points depends on it to a greater extent than 
Mr. Harrod’s preface would suggest. 

The central concern of the book is with the organisation and 
functioning of the industrial system rather than with the theory of 
value and distribution : this concern is reflected in the structure 
of the argument. Thus, while the first chapter presents an ortho- 
dox discussion of wealv. i does not lead into the theory of prices 
(which appears much later and only as part of the superstructure 
of Hobson’s argument), but instead into a description of how 
firms and industries are linked into an industrial system, and how 
that system works. This part of the book is a masterpiece of 
exposition : Hobson conveys in very brief compass a clear under- 
standing of the mutual interdependence of economic processes, 
and of the flow of goods and money through the different stages 
of production. 

The next five chapters are devoted to distribution. Hobson is 
chiefly interested in the relation between distribution and indus- 
trial efficiency, and in this connection develops his theory of un- 
productive surpluses. He divides payments to factors into three 
elements: ‘‘ costs,’ which are spent in maintaining the quantity 
and quality of existing factors; ‘‘ productive surpluses,” which are 
spent in augmenting factors; and ‘ unproductive surpluses,” 
which are not so spent. In the unproductive surpluses Hobson 
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finds the source of industrial waste and inefficiency, and of con- 
flicts of economic interest. 

Surpluses arise from scarcity, natural or artificial; Hobson 
investigates factor incomes for causes of scarcity, and comes to 
two major conclusions. First, labour rarely receives unproductive 
surpluses, and sometimes receives less than its ‘“ costs,’’ because 
“labour is the only factor of which the supply generally and per- 
manently exceeds the demand” (p. 94—Hobson’s theory of 
depression is here implicit). Second, profits rather than rents 
absorb the bulk of unproductive surpluses in modern communities. 
The presence of large unproductive surpluses accruing as profits 
justifies for Hobson both the organised labour movement and the 
growing role of the State in economic life, a role which he regards as 
both desirable and inevitable. 

While most of the book elaborates on the theory of unproduc- 
tive surpluses, there are some interesting discussions of unrelated 
topics. The chapter on wages, for example, contains a good 
treatment of the problems of family size and women’s wages, and 
the chapter on foreign trade explicitly develops the “ export of 
unemployment ” argument for protection. 

The most interesting part of the book, however, is the theory 
of unproductive surpluses, a notion which has always intrigued 
economists but which has never been satisfactorily refined. In 
his “‘ Epilogue,” Mr. Harrod outlines three difficulties with 
Hobson’s concept. First, Hobson fails to distinguish between 
natural and artificial scarcity: allocative efficiency requires 
the payment of surpluses arising from the former, but the elimina- 
tion of surpluses arising from the latter. Second, except in the 
case of land rent, the definition of surplus is imprecise, not only 
because it ignores the margin at which no surplus emerges but also 
because the “‘ cost ”’ component may itself depend on the factor- 
price paid. Third, marketability of assets prevents identification of 
current owners of scarce factors with the recipients of surpluses. 

These difficulties are undoubtedly genuine; but to raise them 
is to place Hobson in too modern a tradition. For Hobson 
defines his surpluses with reference to objective or real costs, not 
with reference to subjective or opportunity costs as a modern 
theorist would do. His is a thoroughly classical endeavour, and it 
raises problems of a different sort. Measurement, for example, is 
more difficult. Also, unless human wants rank absolutely in the 
order of self-preservation, self-improvement, self-enjoyment, an 
attempt to eliminate the “ surplus ” spent on the last by measures 
reducing money income would necessarily fail. 
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More generally, can we accept Hobson’s suggestion that all 
income should be spent on either maintenance or improvement ? 
That would be robot economics with a vengeance, and certainly 
the other kind of Hobson’s choice! Yet if some unproductive 
surplus is allowed, another criterion is required for distinguishing 
the legitimate from the illegitimate. 

To raise these questions is not to deny all usefulness to the 
classical concept of surplus, which may indeed be more helpful for 
some problems than the modern concept ; but it does underline the 
difficulty of relating it to the operation of the price system and 
consumers’ sovereignty. Hobson reminds us of a problem, but he 
does not solve it. 

Harry G. JOHNSON 

King’s College, 

Cambridge. 


The Measure of Gold. The Role of Gold as International Money. 
By W. J. Busscuavu. (South Africa : Central News Agency, 
Ltd., 1949. Pp. 164 + xi. 12s. 6d.) 


TuE author of this book, at present employed in a managerial 
capacity by a gold-mining finance house, is well-known for his 
previous excellent work on The Theory of Gold Supply. Contrary 
to the promise of its sub-title, the present volume is not a com- 
panion study of the demand for gold, but an openly partisan 
argument for a doubling of the world price of gold. 

The central thesis of the work reduces to three propositions. 
First, gold is the only real money, the only means of making final 
payments; all other money is merely a device for avoiding final 
payments, and while such gold substitutes may work satisfactorily 
within a country, they are not acceptable between countries. 
Second, adequate liquidity is essential to the maintenance of high 
income and employment and the avoidance of deflation. Third, 
the present price of gold in terms of national currencies (which 
Dr. Busschau, by a quaint sophistry of his own, prefers to call the 
“measure ”’ of gold) is too low to give an adequate degree of 
international liquidity ; the author reckons that a doubling of the 
price of gold is required. These bare bones are supplemented 
by four chapters of monetary theory, vast quantities of statistics, a 
penultimate chapter attributing interwar financial difficulties to 
wrong gold prices and a final chapter summarising the argument 
and rebutting criticisms of an earlier statement of the author’s 
position. 
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The first proposition is obviously crucial to the entire argu- 
ment; yet to accept it requires an act of faith, rather than a recog- 
nition of fact as the author assumes. In the first place there 
seems to be some fallacy in the use of the term “ final payment ”’: 
either it means payment in goods and services which are consumed 
by the recipient and so disappear from the economic system, 
in which case neither gold nor any other form of money is a means 
of final payment; or it means payment in generally acceptable 
media of exchange, in which case other forms of money as well as 
gold are means of final payment. Second, and more important, 
there is no basis for the assumption that gold is the only inter- 
national money. Even under the gold standard, international 
payments were largely made in a few “ key” currencies; and, as 
the history of the sterling area shows, the use of a currency as 
international money does not depend on its being convertible into 
gold. International means of payment can also be provided 
through international credit institutions, such as the International 
Monetary Fund or the European Payments Union. Finally, it 
would seem that the international role of gold at the present time 
derives largely from its convertibility into dollars, not, as Dr. 
Busschau would have it (p. 34), the other way around. 

In establishing the second proposition, the author employs an 
accounting or balance-sheet approach to monetary theory. 
Such an approach is in line with modern trends, and can be highly 
illuminating, but it requires careful handling if misleading con- 
clusions are to be avoided. In the present case, the accountancy 
emphasis on asset values leads to the conclusions that a rise in 
interest-rates is to the disadvantage of long-term creditors (p. 55) 
and that an economy is more vulnerable to changes in confidence 
the longer the tenor of the debts which constitute the credit 
structure (p. 45); on this basis Dr. Dalton was a model of financial 
soundness. The balance-sheet approach also, contains nothing 
to support the identification of gold with liquidity required by the 
central thesis of the book. 

With reference to the third proposition, one may reasonably 
doubt both that the world’s salvation lies in increased liquidity 
and that a doubling of the price of gold is the right method for 
going about it. No limited increase in the stock of international 
reserves could withstand a persistent drain to the western hemi- 
sphere, indeed, such an increase might accelerate the drain; and, 
apart altogether from the flat American opposition to a change in 
the dollar price of gold, it would be difficult to think of a more 
inefficient and unjust method of distributing increases in interna- 
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tional reserves than in proportion to current gold holdings and 
gold-producing capacity. 

There might be a case, on some other grounds, for raising the 
price of gold; but Dr. Busschau’s own argument is far from 
carrying conviction. It is regrettable that he has not chosen to 
produce the dispassionate and objective study of the monetary 
role of gold which his previous book shows him to be admirably 


qualified to write. 
Harry G. JOHNSON 
King’s College, 
Cambridge. 


Marx, his time and ours. By Rupo.L¥F SCHLESINGER. Interna- 
tional Library of Sociology and Social Reconstruction. 
(London: Routlege & Kegan Paul, 1950. Pp. xi + 440. 
30s.) 


THERE are two manners of bringing Marx “up to date”’. 
The first is that of Lenin in, for example, his essay on Imperialism. 
Here Marx is the author of a doctrine of revolution, and the 
practising revolutionary of the next generation must adapt the 
pronouncements of the accepted prophet to the changing situation. 
This manner needs no defence. There is no puzzle why Marx 
should be selected to be brought up to date, or why it is necessary 
to bring him up to date; the purpose of the project is clear, and 
the project itself is in the highest degree practical. All that the 
interpreter must avoid is the appearance of being a revisionist. 

For the second manner, Marx is the author of a scientific socio- 
economic theory, a set of ideas not all of which have worn equally 
well in the intervening century; and the task of the interpreter is 
to examine the more important of these in the light of what 
subsequent scientific investigations and the turn of events have 
produced. Marx was a social theorist of the nineteenth century, 
and to discern how much of his theory can withstand twentieth 
century criticism, to show what in detail needs correction, and 
how it may be corrected, is a reputable academic enterprise. This 
is the project of Dr. Schlesinger. 

But it is a project which needs some defence. Marx, like 
Comte or Buckle, was a social theorist ; and when we are offered a 
work, such as this, of immense erudition, which invites us to 
embark upon a minute and critical examination of Marx’s ideas, 
it may perhaps be asked why this particular social theorist should 
be selected for a treatment which if applied to Comte or Buckle 
would be generally agreed to be eccentric, if not absurd. In the 
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history of European thought, Aristotle alone has received similar 
treatment ; and many chapters of history of Aristotelianism belong 
by general consent to the history of folly. 

Dr. Schlesinger’s answer is twofold. First, he suggests that 
Marx’s theory, in general, stands; it is true; the social transforma- 
tion foretold by Marx is in fact taking place : and when so much is 
true it is worthwhile to correct and bring up to date the details 
where Marx went astray. Marx is compared to Newton; until 
“ Einstein” appears we must all be Marxists. Not everyone 
will find this answer convincing; to many Das Kapital appears to 
be more closely analogous to Burton’s Anatomy of Melancholy 
than to Newton’s Principia. But if for the sake of argument we 
accept Dr. Schlesinger’s point of view, it would be difficult to 
imagine a more meticulous and scholarly examination of Marx’s 
ideas than is provided here. In five Parts and nineteen closely 
argued chapters, the main tenets of Marxism are microscopically 
examined and scrupulously corrected. Those who are not 
actually carried away by the point of view will judge some of the 
meticulousness to be pedantry. 

Dr. Schlesinger’s second consideration is that, truth or error 
apart, Marx’s writings (and particularly Das Kapital) have been 
so influential that they merit treatment which would be absurd in 
the case of other less influential works. This, broadly speaking, 
is perhaps true. But when Dr. Schlesinger shows his hand by 
suggesting that Communism as a doctrine commands the assent 
of the majority of the class conscious inhabitants of the western 
world, he is either making a tautological statement or revealing 
a gross over-estimate of the influence of Karl Marx. The truth is 
that while certain individuals have, for a variety of reasons (some 
by genuine conviction of its truth), adopted the Marxist theory, 
no society has yet accepted it as a pattern of life except at the 
point of the sword, and many have resisted it when to resist 
entailed extinction. What is influential in the world to-day is 
not Das Kapital but the Russian army. 

But, whatever the value of the enterprise, it would be hard to 
find a writer better equipped that Dr. Schlesinger to carry it out. 
It requires an immense knowledge of the fortunes of Marxism and 
the history of the politics of international socialism, and it calls 
for a minute acquaintance with the critics of Marx, especially in 
economic theory; in both these fields, Dr. Schlesinger’s care and 
erudition never falter. On the whole he is stronger in continental 
than English history; but that perhaps is to be expected. And 
if it is not foolhardy to offer a summary conclusion for so long and 
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intricate a book, it may be said that, while others have detected 
this or that general shortcoming in Marx’s ideas—failure to 
appreciate the force of nationality, exaggeration of the weakness of 
“capitalism,” caricature of the class structure of European 
society, error about the early history of mankind, and so on—Dr. 
Schleswiger has rummaged out, exactly defined and lovingly 


corrected every errancy of detail. 
MICHAEL OAKESHOTT 
Nuffield College, 
Oxford. 


Civitas Humana: a Humane Order of Society. By WILHELM 
Rérxe. (London: William Hodge, 1948. Pp. xi + 235. 
21s.) 


Tuts is an unfortunate publication. It looks like a limp green 
text-book for a correspondenve college, a manual for lathe- 
minders or a volume of mathematical tables. Répke is Professor 
of Economics at the Graduate Institute of International Studies, 
Geneva, and his German peeps through the English of his trans- 
lator with a dreadful squint. Occasionally it fails to make any 
sense at all. The notes at the end of the chapters often remind 
one of Count Smorltork. 


“T (p. 169). The Reproach of Romanticism. The 
expression ‘ Romanticism ’ would seem urgently to require a 
fresh interpretation ... 2 (p. 170). The Motorcar as a 
cultural problem. A satisfactory philosophy of the motor- 
car . . . would of course have to be carefully formulated 


9 


Drastically pruned, done into decent English, with the notes 
relegated to the end, bound and printed with an eye to the 
reader’s esthetic comfort, Professor Répke’s work might stand 
a chance of reaching the public for whom it is intended. Moreover, 
it would then be worth a guinea. It ought to reach as wide a 
public as possible, for it is essentially one of the most brilliant and 
humane works of spiritual diagnosis of our time. Even in its 
present unfortunate dress, it makes Karl Mannheim look one- 
eyed and Nicolas Berdyaev dreary. 

Wilhelm Ropke is a liberal—a liberal after the style of Matthew 
Arnold—chastened by experience. He believes in Market 
Economy, or capitalism without tears. He wants the best of 
both worlds: private initiative and what he calls “ liberal inter- 
ventionism.” He sees capitalism as “the distorted and soiled 


form which market economy assumed in the economic history of 
No. 239.—voL. Lx. PP 
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the last hundred years.”” Seeing “ the Market as the unsurpassed 
Master of Calculation,” and any other method of calculation as 
involving the destruction of humane values at the hands of 
totalitarianism, he seeks what he calls “‘ The Third Way,” a way 
that is neither capitalist nor collectivist. He has the necessary 
boldness and eclecticism for the task. He asks us to put away 
‘democratic prudery ” and acknowledge frankly that not only 
private property, but also unequal property, is a pre-requisite to 
moral freedom and civilised living. He is prepared to go into 
alliance with federalists, distributists and Catholics, winnowing out 
their social teaching from their dogmatics for the greater good of 
a free society. 

What lends Professor Répke’s book authority and authen- 
ticity, however, is the fact that its author is a man with roots in 
an ancient and beloved soil. The plea for ‘“ the organic com- 
munity,” a “humane order of society,” “integration ’’ and so 
forth has been greatly discredited by the cosmopolitan sophistica- 
tion of its advocates. One feels, all too often, that the kind of 
society they profess to desire would be the very last kind of 
society in which they would be content to live. Professor Répke, 
on the other hand, knows what he is talking about. He brings 
to bear the historic social experience of the Swiss upon the world 
of great states, monopoly capitalism, collectivist tyranny and the 
superstitions of scientism and technocracy. It is as if Jean- 
Jacques Rousseau, stripped of his egotism and made patient of 
detail, had returned to train once more the cannon of Genevan 
social democracy upon the shams and shibboleths of a Europe 
which has waxed wicked by a perverse, though legitimate, 
development of his own doctrines. Professor Répke himself 
recognises in Rousseau the father of “‘ the democratic dogmatism 

. which breaks into a theory of totalitarianism . . . the worst 
despotism in the name of the sovereignty of the people,” and an 
exponent of “ the cardinal error of all ‘ radical thought’: that 
humanity is intrinsically good...’ But, like Rousseau, he 
loathes the “ colossal ”’ in all its forms, the tool that turns in the 
hand of the man who made it, the undermining of individual 
initiative in the name of welfare, the withering of the roots of 
social affection, patriotism, and neighbourly love by the weed- 
killer of misplaced interventionism. 

Civitas Humana, as a diagnosis of our present ills, follows a 
familiar pattern. Many others have exposed the disease of 
hubris of the intellect, the cult of the self-sufficient man, the latter- 
day superstitions of scientism and positivism, la trahison des 
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clercs, the soulless congestion and the degraded values of a pro- 
letarianised society. Professor Répke does all this, and does it 
better than most. His historical analysis of the process of 
disintegration of civilised and humane society in the West since 
the Enlightenment is masterly. But he does something more, and 
something more difficult. He defends reason against the 
rationalists, philosophy against the philosophes, science against 
scientism, market economy against capitalism. A Protestant 
and a humanist himself, he makes no concessions to the in- 
tuitionists, the transcendentalists, the neo-Thomists or the 
hankerers after institutional authority in morals or politics. 
The attack upon the usurpations of scientism and positivism in 
our day has been too often, and for too long, in the hands of the 
advocates of an older, and even more discredited, authority. 
Here, at last, is the Protestant challenge. Civitas Humana has 
saved for us all that is best in the achievements of the modern 
spirit, and has shown us how to depart from its barren courses 
without doubling upon our tracks. It is what uncommitted 
minds have been waiting for. Is it too much to hope that it may 
be retranslated, re-titled, severely pruned and put into the 
hands of as many people as possible in an attractive edition ? 
R. J. WHITE 
Downing College, 
Cambridge. 


Die Entwicklung der dusseren Kaufkraft des Franken in den 
Jahren 1925-1938. By K.Scunemper. (Bern: A. Francke. 
1949. Pp. xiv + 133. S.fr. 14-40.) 


Tuts book, which has for its central subject the overvaluation 
of the Swiss franc in the period 1929-36, the last-ditch battle of 
the Continental gold block and the final devaluation in the 
autumn of 1936, has been given unexpected topicality by the 
devaluation of September 1949. It is interesting to speculate 
on the similarities and dissimilarities of the two events, but in any 
case this book well deserves to be known in its own right among 
English-speaking readers. 

The author starts with 1929, or in other cases 1925-29, as an 
equilibrium position, and retrospectively it is certainly remarkable 
in what degree over the five years 1925-29 the Swiss, British and 
United States data move together. By comparing Swiss whole- 
sale prices, retail prices and wage levels with the corresponding 
British and United States indices, and by a comparison of the 
home-produced and imported elements within the Swiss wholesale 
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price index itself, the author shows the steady overvaluation of 
the Swiss franc during 1929-36, reaching up to 35%. No 
elaborate statistical techniques and only the simplest theoretical 
tools are used, but the relevant facts are readily isolated by 
simple ‘“ common-sense ’’ techniques—perhaps the author was 
fortunate in his subject matter in that respect. 

The analysis certainly brings out the amazing economic 
robustness of the Swiss economy. Think of an economy with an 
export quota higher than that of Great Britain which managed to 
postpone its devaluation by five years beyond the devaluation and 
foreign-exchange restrictions of its two principal customers and 
competitors and by three years beyond that of the United 
States ; which could sustain price disparities much greater than 
those of Great Britain in 1925-34; which could sustain during 
five years a decline in export volume by over 50% and yet at the 
same time managed not only to maintain but even to increase 
its imports, in spite of a mild development of protectionist 
devices; which managed all that with a total balance-of- 
payments deficit in its current accounts which over the five years 
taken together did not offset its surplus in a single normal previous 
year, such as 1928 or 1929; which when it did in the end devalue 
did so with gold and exchange reserves much higher than in 
1929. An enviable country indeed ! 

The author himself does not seem aware of the strength thus 
displayed. To him the decline in exports, maintenance of im- 
ports and the deterioration in the balance of payments are signs 
of fundamental disequilibrium which go to prove that devaluation 
should have taken place much earlier, in 1933, 1931 or perhaps 
even in 1929. In particular, he completely fails to see the 
advantage derived by Switzerland through improved terms of 
trade. Good terms of trade are the one great advantage of over- 
valued currencies, and in particular conditions this may go a long 
way to offset their disadvantages. Using the tonnage figures 
provided by the author (admittedly imperfect substitutes for 
economic volume) one finds that the unit value of imports per 
ton fell between 1929 and 1935 by no less than 51°, while that 
of exports fell only by 15%. One would have liked to know what 
such an improvement in terms of trade meant for real national 
income and how far it offset the decline in home output and 
volume of foreign trade. The neglect of this countervailing 
aspect of the matter is the chief weakness of this book. 

The book throws interesting incidental light on the over- 
valuation of sterling in 1925-31 and again in 1938 even in relation 
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to “dear Switzerland,” and also on the fact that productivity 
in Switzerland between 1925 and 1937 seems to have advanced 
at about the same rate as in Great Britain but at a lower rate 
than in the United States. 

It is interesting to note that even the extremely mild Swiss 
brand of protectionism was more effective in reducing imports 
than was the 30% devaluation of 1936. The long delay in 
devaluation is attributed mainly to the inflow of hot money which 
concealed the underlying disequilibrium from the Swiss authorities. 
Perhaps Sir Stafford Cripps should be thankful for the drain of 
foreign reserves, since this prevented any delay in correcting the 
overvaluation of sterling in relation to the dollar. 

It is a pity that the tables are not presented in constant prices 
(only current prices are given) and that no data of domestic 
output and employment are given. This makes it in places 
rather difficult to examine the arguments and conclusions pre- 
sented by the author. 

It is to be hoped that this book will find English-speaking 
readers, and that perhaps it may stimulate similar investigation 
into the 1925-31 period in Great Britain and the 1929-33 period 
in the United States. The book is a triumphant vindication of 
the “‘ simpler economics.”” Even simple tools purposefully used 
can give us a better understanding of the currency factor in 


international economic relations. 
H. W. SINGER 
Lake Success, U.S.A. 


Langfristige Auslandskredite. By A. Rapsrucn. (Tibingen : 
J.C. B. Mohr (Paul Siebeck), 1949. Pp. 222, DM 18.—) 


Tuis book represents an important contribution to the 
literature on long-term international capital movements. If 
one realises the difficulties under which the author must have 
been working in writing it—only too painfully obvious from his 
scrappy bibliography—one is filled with respect for his scholastic 
achievement. 

The main theme of the author is that for smooth repayment, 
long-term international lending must lead to the “ formation of 
export capital,” i.e., to export-promoting or import-saving 
investment, and that general increases in productivity in the 
borrowing countries are not enough. In further investigation of 
the process of forming such export capital, the author stresses 
that the position is very different according to the economic 
structure of the borrowing country, and for purposes of further 
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analysis distinguishes between ‘“‘ new countries ” (under-populated 
under-developed countries), ‘‘ half capitalistic countries ” (over- 
populated under-developed countries), and “ capitalistic over- 
consumption countries’ (industrialised countries in need of 
reconstruction). In his view, the prospects of repayment without 
transfer difficulties are best in the first category of the under- 
populated under-developed countries, provided that the original 
investment consisted in the promotion of primary commodities 
for exports, or of consumption-goods industries which substitute 
for imports. At the same time the author is aware of, although he 
does not perhaps stress sufficiently, the transfer difficulties which 
may, arise even in the case of promotion of primary production 
for export in under-developed countries, as a result of inelastic 
demand, and adverse changes in terms of trade. 

Repayment will be especially difficult in the case of recon- 
struction loans to industrialised countries, and the author favours 
methods of minimising repayment difficulties by governmental 
controls of the use of credits, as well as possible provisions for 
transfer in kind. The implied application of his views is that 
western European countries, and western Germany in particular, 
should be very careful in accepting new indebtedness to the 
United States. 

Most of the factual material is derived from Viner’s analysis 
of the Canadian Balance of International Indebtedness before 
1914, and from an analysis of German borrowing in the later 
1920s. 

If these conclusions appear very common sense or even 
humdrum, the argument leading up to them is interesting and 
often novel. One may feel that his initial assumption, that (even 
though foreign investment may be a continuous process) the 
individual act of investment must be assumed to be capable of 
repayment by individual real transfer, is a little too limited. As 
to the stage of transferring the credit to the borrowing country, 
the author agrees with Keynes that such transfer is a more or less 
automatic consequence of an active balance of trade on the part 
of the creditor country, and is not normally accompanied by a 
shift in the terms of trade favourable to the borrowing country. 
In this, one feels he is much more realistic than the prevailing 
view. Thus there is nothing to compensate for the subsequent 
unfavourable shift in terms of trade for the repaying debtor 
country. 

Now and then one feels that the author’s views on under- 
developed countries have an air of unreality. For instance, when 
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he explains the high rate of interest in the Amazon region as 
due to an anticipation of the high marginal efficiency of capital 
there, “‘as soon as transport possibilities are improved,” this 
strikes one as extremely far-fetched. Surely, it is the scarcity of 
present eggs rather than the imagination of an abundance of 
unhatched future eggs which one has to consider ? 


H. W. SrncEer 
Lake Success, U.S.A. 


Marktwirtschaft und Sovietwirtschaft. Ein Vergleich. Von ADOLF 
Weser. (Miinchen: Richard Pflaum Verlag, 1949. Pp. 
xvi + 455. DM. 14) 


In this learned volume, Professor Adolf Weber of Munich 
University, who has survived the Nazi interregnum without loss of 
dignity, is comparing the performances of price systems regulated by 
consumers’ preference (Marktwirtschaft) with dictatorial allocation 
systems (Befehlswirtschaft), managed either directly by a producer 
state, as in Russia, or indirectly by government decrees as in Nazi 
Germany. His yardstick is composed of “ quantitive output,” 
“ distribution according to economic merit ” and “social security.” 

The first section describes the rise and the functions of the 
modern price system and evaluates its results. Professor Weber 
has not constructed a model which would run smoothly, since all 
essential suppositions for its proper working are being fulfilled, but 
which has existed nowhere. His price system functions within a 
conv" te society composed of associations of consumers, workers, 
owners of capital and entrepreneurs which is connected with other 
societies. It naturally reflects pre-war Germany more vividly 
than Britain or the United States. After a short discussion on 
the difficulties inherent in every “ Dictatorial Economy ” the 
Nazi economy, as representative of an indirect dictatorial economy, 
is analysed. Its ‘‘ barrack-room socialism” did not subvert 
Germany’s social structure, but it made it function by orders from 
above. This chapter, describing the application of army govern- 
ment to the economics of a civil society, is perhaps the most 
instructive part of the book; it succeeded—as Professor Weber 
dispassionately observes—in the short run, its objective being 
preparation for waging a war. 

The final section deals with Russia’s “‘ Direct Dictatorial 
Economy,” its rise and organisation, its accumulation of capital, 
its rewards for labour, and with the role of money, price and credit 
played in it. Professor Weber’s conclusion, that neither exploita- 
tion nor inequality have ceased, is inevitable. As capital accord- 
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ing to Marxism has to be accumulated by exploitation, peasants 
and workers must be exploited. Communist doctrine is, moreover, 
not really egalitarian. The concept of equality is derived from the 
Christian belief, that all men are equal before God in as much as 
their immortal souls are of equal concern to Him. The communist 
slogan, “‘ from each according to his ability, to each according to 
his needs,” is anything but egalitarian. It could be called so only 
on the assumption that everybody’s needs and everybody’s 
abilities were equal, and in that case, why stress distinctions ? 
Professor Weber’s learning and impartiality are conspicuous; yet 
he need not have taken the testimony of the Dean of Canterbury 
very seriously. He has written an excellent text-book on concrete 
modern economics. 

It is hardly his fault that he has been unable to answer un- 
equivocably the question he himself had posed: which system 
gives the better performance? The two pursue diametrically 
opposite ends. The price system is a wealth and welfare system ; 
the Soviet system is a war system. Its main object is not the best 
distribution of a maximum output, but a maximum output of 
non-productive war goods, and the satisfaction of individual 
consumer’s wants to the degree only that is necessary for reaching 
thismaximum. This policy must affect total output unfavourably, 
since the production chain snaps when a tank rolls from the 
assembly line, but runs on in the case of a tractor. The lack of 
incentives in the shape of ample consumers’ goods must lower the 
productivity of labour. Russian statistics are too much manipu- 
lated to make possible a detailed comparison between output and 
effort. Yet in agriculture, where the technical revolution has been 
most thorough, the answer seems clear: estimated wheat yields, 
which at 11-9 bushels per acre in 1935-39 were not much below the 
13-2 bushels of the United States, have fallen to 10-8 bushels 
in 1948; in the United States they have risen to 18-4, and in 
France from 22-8 to 27. 

Russia, even to-day, has large undeveloped resources. She 
has remained a scarcity economy, the needs of which must be 
satisfied by squeezing greater surplus value from her subjects 
than in mature price economies, who can draw on their predeces- 
sors’ accumulations. In these circumstances Russia is always 
*‘ over-employed.” As labour can be shifted anywhere, Russia 
can have no large-scale unemployment. The Soviets have divided 
their labour force into the sticky and the completely mobile; the 
latter, the millions in labour concentration camps, can be ordered 
about at will, thus allowing relative immobility to the former. By 
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the nature of things Professor Weber’s yardstick has but limited 
applicability; he has used it as well as the available material 
permitted. The result certainly bears out his personal preference 
for the price system where human values are concerned : even in 
the apparently completely depersonalised society of Soviet Russia, 
happiness remains subjective; but no gauge for measuring it has 
yet been devised. 


London. 


M. J. Bonn 


Friedrich List. By Cart BrinKMANN. (Berlin and Miinchen : 
Duncker & Humblot, 1949. Pp. 359. DM. 16.) 


FRIEDRICH List was one of the most remarkable men of 
nineteen-century Germany. Civil Servant; professor; agitator 
for a customs union; political prisoner; emigrant to the U.S.; 
coal-mine owner; railway builder; American Consul after his 
return to Germany ; financially unsuccessful railway promotor in 
Germany, France, Belgium and Austria; newspaper owner, 
editor, journalist ; advocate at a Central European Union and of 
an Anglo-German alliance; author of brilliantly written books— 
chief among them the bible of modern economic nationalism— 
Das System der Nationalen Arbeit; and finally, after hopeless 
defeat in all schemes, a suicide before his sixtieth year. Few 
lives have been so full of adventure, glory and tragic failure, and, 
after his death, of lasting influence. The Germans revere him as a 
great democratic patriot who, but for the narrowness of their 
political stage, would have become a leading actor in world affairs. 
They see in him a great theorist, who ranks near, if not above, 
Adam Smith or Ricardo. 

The List Society, founded in his honour, has published a 
monumental edition of his works, including his voluminous 
correspondence. Making good use of this vast material, Professor 
Friedrich Lenz produced in 1936 a scholarly biography of List, 
showing the man and his work in the setting of the age in which 
he lived. Now Professor Carl Brinkmann of Tiibingen has again 
gone over the same ground. He has produced a very readable 
book, bringing out a number of hitherto unknown details, and 
interpreting anew some well-known facts. He has sought to paint 
his hero’s portrait against the sociological background, and to 
demonstrate once for all the important role he has played as 
discoverer of novel economic truth. The List who emerges from 
his pages, possesses an original mind, capable of brilliant intuitive 
flashes, great gifts as a writer, imagination and at the same time a 
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flair for business. But he is arrogant, impatient, uncouth, 
boastful, unsteady, not always truthful, both cunning and naive; 
there may even be a pathological streak in him. One begins to 
understand from Professor Brinkmann’s ample quotations, why 
this man, who started under favourable auspices, and whose 
evident genius impressed many first-rate contemporaries, ended 
his life in despair. He was an upright democrat, with an almost 
wild-western unconcern for the conventions, yet, being without a 
steady income, he had to try hard to get Government employment. 
One begins to doubt whether this robust dreamer of dreams, a 
blend of Main Street and Bohemia, would have fared better in 
more favourable surroundings; for he was not good at team work. 
Professor Brinkmann does not make his hero’s portrait more 
attractive by sprinkling it with gushing laudatory epithets : 
grandiose, magnificent, full of genius, marvellous, artistic and so on. 

There have always been two types of economists: those who 
pursue concrete political aims and fashion theories to justify 
policies, and those who analyse the structure and functions of a 
society with the object of understanding it, who do not mind 
whether or not their principles are used for directing policies. 
List belonged to the first group. He was a very brilliant economic 
politician who should be compared to Cobden rather than to 
Smith or Ricardo. A great agitator, he was quite justified in 
claiming to have discovered fundamentally novel truths, such as 
the theory of productive forces, or a national economy as opposed 
to a political or cosmopolitan (universalist would be a better term) 
economy. Professor Brinkmann accepts, nay even enlarges, these 
claims. Yet the assumption that the British ‘Classics’ were 
bent on constructing abstract theoretic models of universal 
validity, is hardly correct. They analysed the economic structure 
of British society, which at that time was the most advanced and 
most complicated economy—though Adam Smith did not limit 
himself to this task. Their theories of population, rent, foreign 
trade or colonisation are not based on static conditions. The 
concept of a national economy underlay the Physiocrat system ; 
it was much more uncomprisingly adopted by Fichte or by Adam 
Miiller than by List. 

Professor Brinkmann makes it difficult for one to do justice to 
List, by hoisting him into a place where he does not belong, and by 
endowing him with almost superhuman qualities of intuition and 
prescience. He tries to persuade one that List had discovered 
nearly everything worth discovering in economics, so that one’s 
task seems almost to be limited to developing List’s findings. 
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List’s influence on economic policy was enormous. He 
materialised nationalism—Professor Brinkmann would probably 
say he spiritualised materialism. His theory of the protection of 
infant industries was acclaimed all the world over, wherever an 
attempt was made to start an industrial revolution; even free 
traders have accepted it. Yet it may have done infinite harm. 
It accelerated a process in many countries, the ultimate results of 
which would have been far less upsetting had they been more 
gradual. It may soon be outmoded, for the Communists have 
devised far more effective methods for industrialising backward 


peoples. 
M. J. Bonn 
London. 


British Railways and Economic Recovery. By KENNETH H. 
Jounston. (London: Clerke & Cockeran. 1949. Pp. 
352. 18s.) 

Mr. KENNETH JOHNSTON has performed a remarkable feat 
of abstraction. He has managed to bring ovt in 1949 a book 
recommending the nationalisation of railways as a cure for the 
alleged extravagance and inefficiency with which the amal- 
gamated companies were operated before the war without dis- 
cussing the Transport Act of 1947, and without even mentioning 
the fact, except by the way and then only indirectly, that the 
British Railways have been publicly owned since January 1, 
1948. He states at length a case for wholesale electrification as 
the principal means through which British Railways might make 
their contribution to economic recovery, without considering the 
limits which have had to be placed on the rate of new capital 
investment in Great Britain since disinflation became the official 
policy in 1947. Instead he prefers to rely upon arguments 
taking us back long before the First World War and upon some 
bare comparisons of rates and fares in Great Britain with other 
(nationalised) railways abroad. 

The reviewer is certainly attracted by the author’s vision of 
a wholly electrified system. Mile-a-minute passenger trains 
between all principal towns, departures every half hour and 
through braked freights running at express passenger speeds 
kindle admiring memories of the (privately owned) Pennsyl- 
vania Railroad’s operations between Washington, Baltimore, 
Philadelphia and New York. He agrees also with much that Mr. 
Johnston has to say. But he dislikes the author’s way of saying 
it, the length at which it is said and the frequency with which the 
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same points are made over and over again. Polemical argument, 
for that is the main content of this book, grows tiresome when 
expanded to 300 pages, many of which contain extreme and 
unproven assumptions—that the road-haulage trade does not 
lend itself to a stable and competitive organisation, for example, 
and that there is nothing which privately operated railways 
have done which would not be better done and more cheaply 
under State ownership (both on p. 55). The case of the Penn- 
sylvania Railroad just cited certainly contradicts the second piece 
of dogma. Was it also really necessary to devote so much of the 
last part of the book to a demonstration that two pamphlets 
issued by the amalgamated companies just after the war and 
before nationalisation were pieces of audacious and misleading 
propaganda ? 

The reviewer cannot share the conviction that the greater 
economy of burning coal in power-stations rather than under 
locomotive boilers will lead to the spectacular reductions in 
railway costs foreseen by the author. The principal ingredient 
to-day in railway outlays is labour, and in a high-wage economy 
it is labour which needs to be economised far more than these 
limited resources of unmined coal which Mr. Johnston is so 
desperately anxious to conserve. Final judgment in any case 
on the advantage of railway electrification will have to wait on 
experience, and this, with current restrictions upon capital invest- 
ment and a heavily overloaded electric-generating plant, may 
be long in coming. 

It would no doubt have been a great advantage to have had 
the railways electrified before the war, when times (as we now see 
them) were so propitious, but that they were not is as much the 
fault of national policy as a failure of the railway managements. 
None of the amalgamated companies by themselves were, it is 
true, prepared to undertake so ambitious a venture. But can 
Mr. Johnston really imagine, in those days of national economy 
campaigns, that any nationalised undertaking would have had 
the courage or the audacity to do so? It would no doubt also 
be an advantage if the railways could be ele*trified forthwith. 
But it is certainly not true to say that electrification would cost 
little while housing costs so much (pp. 43-4). Resources con- 
sumed in electrifying railways cannot be used to build houses; 
and, in an argument which the author chooses to base on con- 
siderations other than economic, it is not always easy to see which 
is the better use for our necessarily limited resources. Would 
Mr. Johnston, for example, allow us to appeal to the consumer ? 
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With qualifications, many economists might accept marginal 
cost as a convenient rule of rate making and some, no doubt, 
will accept Mr. Johnston’s further proposition that railway over- 
heads could with advantage be undertaken by the State. But 
right at the outset, in the first two chapters, the point is made that 
a loss to the railway administration consequent upon the offer 
of very cheap transportation is adequately offset in the national 
accounts by the advantages accruing to those who enjoy the 
new and extended facilities for carriage. Mr. Johnston wants 
rates and charges to be fixed by economists. He would, I 
imagine, be disappointed in the advice he might receive. Few 
economists to-day would claim, as one of its principal advantages, 
that nationalisation (p. 321) makes possible an extensive operation 
of services, necessary for “ sociological ”’ reasons but commer- 
cially unprofitable—the services needed, for example, to improve 
public health; to secure better distribution of population 
throughout the countryside; or to bring within reach “ the 
wonderful sunshine belt of the Morayshire coast”? (p. 237). 
Mr. Johnston describes his work as a “sociological” study of 
the transport problem, principally, it appears, because he refuses 
to be confined by questions of cost. His abiding passion is 
passenger transport by rail. Great Britain, he claims, is ‘‘ practic- 
ally ’ unique among the railways of the world in that passenger 
traffic is run for a net profit (p. 228). Such indeed is Mr. John- 
ston’s enthusiasm for movement that his Utopia appears at one 
point (p. 243) to be a country in which fares are reduced to a 
fraction of a penny per passenger mile and everybody, in a 
state of perpetual motion, spends all their time travelling by 
train in order to provide the traffic necessary to justify the low 
rates. 

Mr. Johnstoa has written a one-sided and long-winded book ; 
but one which is often interesting and will make an amusing 
addition to the railway addict’s shelves. His pages are filled with 
quotations from a rich variety of sources reaching back to Mr. 
Gladstone’s Act of 1844. The serious student will find very little 
about the British Railways to-day, and nothing at all about the 
country’s economic recovery; but the seeker after the curiosities 
of railway literature will be rewarded once he has overcome the 
deficiencies of the index and accustomed himself to the vagaries 
of the author’s arrangement. 

GILBERT WALKER 
University of Birmingham. 
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Incentives and Management in British Industry. By R. P. 
Lynton. (London : Routledge and Kegan Paul, 1949. Pp. 
viii + 212. 15s.) 


Mr. Lynton detonates (p. 3) at the spectacle of “ the frenzied 
search for new incentives. . . . Factories are painted and canteens 
installed, sports grounds acquired and training schemes begun; in 
the same cause workers have periodically to glower across a table 
at Management, and foremen are taught to smile . . . one result 
is clear, that the term incentives has acquired so many meanings 
that it has become meaningless.” In this pleasant vein Mr. 
Lynton has most successfully co-ordinated the observations of 
government reports, private inquiries, articles and letters to the 
Press. Many readers will be grateful to him for putting them on 
the track of these sources of information and some of their gist. 
But this method of presenting the situation carries the danger that 
the authorities quoted may, and in this case do, va: considerably 
in credibility and in the legitimate scope of their observation. 
When reading this work it is essential therefore to keep an eye 
on the references—a process made none too easy by putting 
them all at the back of the book chapter by chapter without 
giving the number of the chapter at the head of the page in the text. 
The width of Mr. Lynton’s reading, undoubtedly, is valuable in a 
field where, as the author fully realises, true research falls so far 
short of the possibilities. The author has thereby enriched his 
thesis and put it on a broad base. 

Briefly, Mr. Lynton’s thesis is that the question of industrial 
incentives is bound up with total man, the total situation in a 
factory, and in particular with the general scope and practices of its 
management. The worker is not just a mechanism who reacts 
only to incentives, but a member of a group with certain attitudes 
held over a long period of history. As factories have become 
larger these groups no longer identify themselves with the whole 
business unit, and special organisation is now needed to re- 
integrate workers into the running of the firm. The large factory 
has a hierarchical structure, and integration is necessary at several 
levels of authority. Joint consultation should occur at shop level 
before the petty grievances of the shop floor are allowed to obstruct 
and exacerbate the discussion of general principles in the supreme 
Works Council. By the same token, the individual factories and 
firms should be allowed greater scope and not be tied down by uni- 
form hours, wage rates and conditions imposed on them by Factory 
Acts or collective agreements for the whole industry. Factory 





1950] LYNTON : INCENTIVES IN BRITISH INDUSTRY 589 


morale has suffered by the compulsory imposition during the war of 
personnel officers and (p. 166) “a particular form of joint 
consultative machinery.” Such uniformity is, in the author’s 
view, restricting severely the scope for good management. To 
quote the last sentence of the book: ‘ Finding and applying 
the best incentives in their factory and workshops is, and 
will therefore remain, the responsibility of each individual 
management.” 

One reader at least was left with the impression that this ending 
had led him full circle to the beginning of the book : the “ search 
(though perhaps less frenzied) for new incentives ”’ (a meaningless 
term). But undoubtedly in the course of the trip he received 
some valuable impressions. 

Mr. Lynton gets his problem into historical perspective 
(Luddite, however, is (p. 8) the word, not Tolpuddle). He makes 
good use of the latest authorities in the social sciences, though 
reliance on the hot gospellers among them has perhaps led the 
author to push economic incentives too far into the background. 
He rightly stresses the importance of getting back to a position 
where the amounts of earnings are connected with the amounts and 
values of work done in any particular industry, but, following the 
lead of industrial psychologists, he is weak in visualising the 
nation’s whole economy. The deterrent effect of unemployment 
may, as he says (p. 68), still far outweigh its effects as an incentive ; 
but there can certainly be a state of over-full employment in which 
no incentive is offered to the mobility required by changes in the 
international position of the country as a whole. In short, though 
Mr. Lynton is right to stress psychological factors to the great mass 
of employers, still ignorant as the “ result of a general preoccupa- 
tion with technical issues ”’ (p. 6), his argument is somewhat lop- 
sided for the general reader. More attention to economists and 
relatively less to psychologists is called for at this time of national 
crisis. The citizen reader, without an industrial background to 
put him wise, will fail to appreciate from this book that the piece- 
wage, based on a proper time-and-motion study, though a rarity, 
is a most powerful stimulus to productivity ; and that a differen- 
tiation in wage-rates, even to the point of being thought unfair, is 
still the handiest motive power for the redeployment of labour that 
is so urgent to-day. 

P. SARGANT FLORENCE 
The University of Birmingham. 
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Industrial Peace in our Time. By Huvsert SOMERVELL. 
(London: Allen & Unwin, 1950. Pp. ix + 224. 15s.) 


THE title of this book gives little idea of its contents. It 
deals only incidentally with the preservation of industrial peace. 
Its main concern is with establishing a new industrial order in 
which adequate incentive will exist to secure more alLundant 
production. The author sees the root of the problem in the 
present system under which the owner of capital employs both 
management and labour for a wage, reckons them as a cost of 
production and is entitled to all the profits from the sale of the 
finished product. 

The solution here suggested is not State ownership of 
industry, but rather a system under which the centre of control 
would pass from the functionless capitalist owner—who, it is 
gathered, would, however, still supply the capital—to the 
managers and workers. Frequent reference is made to signs of 
revolt on the part of management against their present obliga- 
tions to the owners of capital, but the author does not indicate 
who, under his scheme, would be charged with the appointment 
and removal of management. It may be that he merely favours 
the tendency, which is already evident in some of our largest 
companies, towards the functional board of directors, but one feels 
that his advocacy of the shifting of control is rather a slogan than 
a plan. 

The real purpose of the book is to advocate a new system of 
remuneration to be known as Federal Share Production remunera- 
tion. Even here the author emphasises that he has worked out 
no hard-and-fast scheme and that institutions must grow from 
experience. In the main, however, he favours the methods of 
remuneration and the relationships which have been established 
in the organisation of the Nunn-Bush Shoe Company in the 
U.S.A. His fundamental point is that labour and management 
should be regarded as partners in industry, that this is impossible 
so long as they are treated as costs of production and that their 
natural reward is, and should be recognised to be, not wages 
but a share in the added value contained in the finished product. 
While the actual distribution would vary from industry to 
industry and even from product to product, he cites, as an example 
of what might be contemplated, 84% to labour, 12% to manage- 
ment and 4% to capital. He makes no reference to a not 
dissimilar scheme which, apart from the assignment of a separate 
share to management, operated in the coal-mining industry in 
Britain from 1921 to 1944. It certainly failed to produce the 
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results which he predicts for his scheme of Federal Share 
Production. 

No doubt, however, the author would maintain that, if the 
new spirit in industry is to be achieved, his scheme must be taken 
as a whole. It involves, for example, to mention only a few 
points, that workers would be guaranteed employment in the 
enterprise between the ages of, say, twenty-five and fifty-five or 
sixty; that they would be subject to retirement at sixty-five and 
compulsorily retired at seventy with State pensions supplemented 
from contributions paid by employing companies; that dismissals 
should be only by agreement between Work Share Unions (the 
new name under the scheme for trade unions) and management 
or, failing agreement, by arbitration; and that alterations in 
the selling price of the finished product should be subject to 
agreement by the union. 

Unemployment, the author contemplates, would be limited 
under the Share Production system because workers would 
automatically receive and readily accept lower money wages as 
trade recedes. The effects of such unemployment as emerged 
would be mitigated by short-time working and the supplementa- 
tion of earnings from State unemployment-insurance funds. 
Legal direction and economic sanctions to secure mobility of 
labour are both rejected. Instead, there would be a system of 
organised self-direction. This would be done by Work Share 
Unions in over-manned industries encouraging workers to move 
to under-manned industries. Regional affiliations of Share 
Unions could, the author contemplates, do this much more 
efficiently than the present system of Labour Exchanges; central 
affiliations of Share Unions would deal with central problems of 
location and distribution of industry. 

It should perhaps be mentioned that the proposals include also 
a radical reconstruction of the trade-union movement. The 
Work Share Union would be primarily a local organisation 
integrated into the company structure, and the focal point of 
union power would be in this local organisation. Central union 
organisation would still exist but “ would act in an advisory and 
co-ordinating capacity, concerned mainly with the larger problems 
of the industry.” 

A new approach such as this to the problems of industrial 
relations is refreshing and stimulating. In the going the author 
draws attention to many of the difficulties which are at the root 
of conflict in industry. Some of his suggestions in isolation and 


applied to suitable units in industry might well be the subject of 
No. 239.—vVOL. Lx. QQ 
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further experiment. Of his scheme as a whole and applied to 
industry in general it is perhaps sufficient to quote a phrase of 
the author’s (used by him it is true in quite a different connection) 
that “it is beyond the power of imagination to predict what the 
outcome might be.” The outcome is unlikely to be tested. 
H. 8S. Kirkatpy 
Queens’ College, 
Cambridge. 


The Building of Satellite Towns. By C. B. Purpom. (London: 
J. M. Dent & Sons Ltd. Pp. 532 + xx. 42s.) 


Tuis is a large, expensive book, inevitably so, since it contains 
maps, plans and photographs which are really needed to illustrate 
the text, and in particular the growth of the two Garden Cities 
at Letchworth and Welwyn. Mr. Purdom, as Sir Theodore 
Chambers writes in a Foreword, has the advantage of having taken 
an active part in the initial phases of both cities; indeed he was 
for some time finance director at Welwyn. No doubt both cities 
owe their origin mainly to Ebenezer Howard, who has been 
called ‘“‘ A dreamer who saw his dreams come true,”’ for his book— 
Garden Cities of To-morrow—first made the idea popular. It is 
probable that the Town and Country Planning Act, with its 
development charges, has closed the door to private enterprise, 
so New Towns will be promoted only by the Minister at the tax- 
payer’s expense. 

Both Letchworth and Welwyn involved their ordinary share- 
holders in serious financial sacrifices, at least in the earlier years ; 
but the promoters were not actuated by the profit motive. At 
Letchworth they had to wait ten years for the first payment of 
1%, and another nine years before they received their maximum 
dividend of 5%; but the debenture and preference interest was 
always paid. In 1946 the Board paid off all the arrears of ordinary 
dividend, and now it appears that the property of the ordinary 
shareholders is worth a great deal more than the share capital 
of £250,000. 

At Welwyn the story is less cheerful; there have been two re- 
constructions, the second wrote down the ordinary shares from 
20s. to 2s., and turned the debentures into ordinary shares of the 
same nominal amount. Then came the enormous rise in the 
money value of houses, and quotations jumped to “ 50s. to 55s.” 
Mr. Silkin resolved to turn Welwyn into one of his New Towns, 
so the shareholders had to be bought out on a fair valuation of their 
property. Even so the original shareholders do not get back 
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much more than a quarter of their money; the debenture-holders, 
who thought themselves badly treated in the second reconstruction, 
have actually gained from it. 

Perhaps the chief merit of this book is its history of the two 
Cities, and the lessons which may be learnt from two of the most 
interesting philanthropic social experiments in Europe. Mr. 
Silkin’s New Towns are based on the experience acquired in 
Hertfordshire; the taxpayer may feel annoyed at the difference 
in cost between privately and publicly organised Garden Cities. 
Mr. Silkin appears to have spent a pound where the two Boards 
would have spent half a crown. 

A town plan, Mr. Purdom insists, is not final; it is “a living, 
changing thing ;—when it appears to be finished, it has to be started 
all over again.” Another of his points is that a “ garden city ”’ is 
not the same as a garden suburb, although the two things are often 
confused, especially in France, where the “ Cité Jardin ”’ is nothing 
but a suburb laid out on “ garden city lines,” as the planners of 
housing estates call them. A Satellite Town, too, must be 
legally independent of the parent city; it must have its own 
local government, and its own “social, commercial, industrial 
and residential centres.’’ Le Corbusier’s ideals, although sug- 
gestive, will not do, and his sixty-storied sky-scrapers are a 
monstrosity. In this country Wythenshawe and Speke are 
mere suburbs of Manchester and Liverpool. 

Mr. Purdom reviews the reports of various Committees and 
Royal Commissions, concluding they meant well but failed to 
have much effect, although they adopted the “‘ garden city idea.” 
In particular, the Barlow report (1939) urged the decentralisation 
and dispersal of population and industry; but it was informing 
rather than constructive. Then came the Uthwatt report on 
Compensation and Betterment, with its absurd proposal to fix 
the price of land at the values of March 31, 1939. What would 
the T.U.C. say to wages fixed at 1939 rates? Sir Leslie Scott’s 
report on Land Utilisation in Rural Areas was “‘ a first-class survey 
of rural planning,” with a “ useful discussion of green belts.” 

Mr. Purdom looks on Satellites as a necessary precaution 
against a third world war, and he wants far more than the pro- 
posed twenty (perhaps 200) of them, and they should be dis- 
tributed throughout this island. Unsuitable sites may be chosen, 
indeed the choice of sites is one of the main difficulties; so much 
is needed, a railway, roads (but not a trunk road), drainage, 
water and gas supply, electricity and so on. Town-planners 
differ about the density of houses per acre; Mr. Purdom supports 
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a “more compact’ arrangement than the Reith Committee’s 
2,500 acres for a population of 30,000, observing that Letchworth 
and Welwyn, designed for 35,000, have built-up areas of 1,876 
and 1,601 acres respectively; but each “City” has an agri- 
cultural belt as an essential part of the plan. An old town or 
village does not make a good site for a new town of 30,000 or 40,000 
inhabitants, since the existing lay-out is certain to be unsuitable, 
and a new lay-out means the destruction of many good houses. 


J. E. ALLEN 
Cambridge. 


Urban Land Economics. By R. U. Ratcuirr. (New York and 
London : McGraw-Hill, 1949. Pp. xii + 533. 47s.) 


Tuts is a book which one receives with, high expectations, for 
three reasons. First, the subject, although full of interesting 
economic problems, is neglected, relatively to agricultural econo- 
mics, in a degree which is one of the most outstanding examples of 
the “ institutional time lag ” in the history of economic thought. 
Secondly, the book is of a monumental architecture, covering the 
whole field of housing, building, location of industry, town 
planning, and urbanisation, in addition to the narrower field of 
urban land economics. Thirdly, the author, who is Professor 
of Land Economics in the University of Wisconsin, is a well- 
known authority in this field who has made previous valuable 
contributions. 

All the same, this is a very disappointing book. The structure 
is massive enough, but the more one looks at the details the less 
impressive it becomes. It is true that there is a good deal of 
common sense in the book, and some discussions, such as the 
limitations of a “filtering down” policy in housing, contain 
much original thought. But the reader feels smothered under a 
flood of institutional and other detail, and the ponderous mass of 
data presented is made to appear even more ponderous by the 
cumbersome style employed. One cannot help feeling that 
sometimes the book borders on the obscure and the platitudinous. 
Thus it seems hardly necessary to include sentences such as these, 
“‘ Restaurants and lunchrooms vary widely in the quality of the 
food and service offered and in the price level of their menus ” 
(p. 131), or again ‘“ In some cases, of course, provision must be 
made for shopping districts to serve the householders in the 
neighborhood ” (p. 168) or again “‘ To the extent that market 
activities fail to yield balanced and satisfactory results, the 
market may be said to be instable and imperfect” (p. 281). 
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Perhaps the most charitable assumption which can be made is 
that the book, according to the publisher’s notice, is intended as a 
foundation work “ which is fundamental but not elementary.” 
The job of combining an elementary introduction into the subject 
for undergraduate students with the institutional data and basic 
analysis is almost super-human, and it appears that Professor 
Ratcliff’s method of squaring the circle has been to shove into the 
book anything which might be of interest to anyone at those 
three different levels. 

As it is, there are a number of tantalising general propositions 
on important economic points for which one would want proof. 
For instance, it is stated (p. 48) that “‘ the decline of wholesaling 
activities and the increase in direct buying from the manufacturer 
have resulted in the diminishing of an important urban function.”’ 
What is the evidence for this? Is it really true that wholesaling 
has become less important? Or again on the next page we read 
that : ‘‘ The lower labor costs in the smaller communities reflect 
not only lower wage rates but also greater productive efficiency.” 
Again, what is the evidence for this? Is it true that productive 
efficiency in smaller communities is higher? The book is dotted 
with statements of this sort on which one longs to know the 
author’s evidence. Especially important but also specially doubt- 
ful is the author’s assumption that rents are more sensitive than 
other real-estate prices. This seems to contradict previously avail- 
able evidence, certainly that derived from British data, and one 
would like to know what evidence there exists. It would certainly 
make a great deal of difference to the theory of urban land value. 

To the British reader, the book will be valuable for its factual 
information on American institutions. It is entirely written 
from American experience for American readers. It throws 
comparatively little light on the problems circumscribed by the 
Barlow, Scott and Uthwatt reports or on the mysteries of 
“floating value.” It is, however, interesting to note that 
Professor Ratcliff states that “it was customary in sub-dividing 
to anticipate utilisation by some thirty years’ (p. 307) and to 
find him quote an instance where it would have required 
1,627 years at the normal rate of urban growth to absorb 
the unused lots prepared for building. This strongly suggests 
that ‘‘ floating value” must have been very strongly developed 
in the United States through much of its economic history. 

In connection with the problems raised by the Town and 
Country Planning Act of 1947, one takes note with interest of 
the argument that income from urban land is not unearned, 
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since land is not a unique factor of production but should be 
treated like labour and capital, and hence that rent is a measure 
of contribution not of extraction or of reduction. To the present 
reviewer, however, this argument seems beside the point. It is 
certainly true that land is inextricably mixed up with capital 
improvements, and it is also true that the only reason why rent 
is obtained on land is that it is a source of satisfaction; yet it 
remains true that the particular owners of particular pieces of 
land have done very little to place themselves in a position to 
satisfy the particular sorts of satisfactions flowing from the use of 
their particular piece of land. In that personal sense, if not ina 
functional sense, income from urban land rents may legitimately 
be called “‘ unearned,” and the principles embodied in the Town 
and Country Planning Act may be defended. 

The book is entirely based on American literature. The only 
passing reference to British conditions seems to be a recommenda- 
tion of the practice to include estimates of quantities with the 
invitation for bids on local-government contracts. This practice 
is apparently little known in the United States. The British reader 
will, however, be filled with envy in noting from the book the wealth 
of information available from the United States housing census on 
matters entirely left aside by the British census, such as rents paid, 
equipment of houses, mortgage conditions and the like. On the 
other hand, one notes that in spite of the United States superiority 
in statistics the forecasting of housing needs seems to be just as 
hazardous and ill-founded an undertaking as it is in Britain. 

It will also be of interest to the non-American reader to find 
the author describe such attitudes as ‘‘ absence of sentimental 
ties,” “‘ social heterogeneity ’’ and “taste standardization ” as 
typical of United States urban—as distinct from rural—civilisa- 
tion. Outside the United States, one is too apt to consider such 
qualities as typical of American conditions in general. 


H. W. SINGER 
Lake Success, 


New York. 


The Market for College Graduates. By Stymour E. Harris. 
(Harvard University Press (London : Geoffrey Cumberlege), 
1949, Pp. 206. 32s.) 


THERE are now about 2-5 million students enrolled in “ in- 
stitutions of higher learning” in America; if enrolment is held 
at this figure there will be about 10-6 million graduates twenty 
years from now. But the President’s Commission on Higher 
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Education has recommended that enrolment be raised to 4-6 
millions, which would produce about 14-5 million graduates 
twenty years hence. It can also be calculated that “in fifty 
years one-third of the adult population would be college graduates 
while one-half would have had at least a junior college education.” 
With this in mind the author has made an elaborate analysis of 
the posts now filled by graduates, and is able to show that, even 
if enrolment is not increased, graduates must soon be content 
with posts carrying less salary and less social prestige than those 
held by their predecessors. 

The author’s object is to establish the facts and to drive home 
the conclusions so far as careers are concerned ; would-be students 
and their parents should, he holds, be fully aware of these pros- 
pects. He has no doubt that the nation can bear the expense 
even of the larger programme, and, in general, he thinks it right 
that the country should take out part of its gains in higher 
education. He has concentrated his attention on the problem 
of careers, though he does say that the programme “ would result 
in a serious deterioration of standards unless the institutions of 
higher learning provide suitable curricula for others than those 
with ‘ verbal aptitudes.’’’ He also makes it clear that his 
thoughts run in the direction of “a greater concentration of 
junior colleges and possibly the ultimate elimination of the four- 
year colleges . . . which may well be converted into either two- 
year colleges or universities.” 

Because higher education has been extended much further 
in America than elsewhere, Americans ere faced by a situation 
without precedent. But it is by no means too early to look into 
our own case. On the one hand we estimate the number of 
doctors, chemists, engineers and so on which the country needs 
and attempt to adjust the number of students accordingly. 
On the other hand, what Professor Harris says of America is also 
true of this country: “equalisation of opportunities and the 
removal of economic, regional, racial and other barriers to higher 
education is an objective towards which the country moves.” 
In pursuit of this objective it is widely held in this country that it 
should be made possible for all who can reach a certain examina- 
tion standard to enter a university if they want to do so. We 
may, therefore, presently find ourselves launched on a course 
which will reproduce the American situation. 

The point most worth discussion is whether, supposing that 
graduates are willing to moderate their expectations as regards 
careers, a great expansion of universities is to be commended. 
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It is not the case, it is well to bear in mind, that the choice is 
between multiplying universities and a system under which a 
small privileged group alone has facilities for full-time education 
after school-leaving age; for there are ways of providing further 
education otherwise than in the university manner. This point 
is relevant, because there is reason to believe that universities 
cannot be multiplied at will. They can hardly be manufactured ; 
they must grow, and growth needs time and favourable soil. It 
may also well be that there is a narrower limit to university 
expansion than is generally supposed. For universities are 
places devoted to a particular mode of life—to the preservation 
and extension of learning—and in order to participate effectively 
in the life of a university more than intellectual ability is needed. 
These special aptitudes, like other special aptitudes equally 
important in their way, may not be very widespread. Experience 
seems to show that university expansion has gone too fast if not 
too far in America; indeed, the President’s Commission found it 
difficult to define and therefore to recognise a university. We still 
retain the traditional idea of what a university should be, how- 
ever serious our shortcomings. 

In anticipation of the demand for a steady expansion of our 
universities which will certainly be made if the financial situation 
permits, it would be well to conduct an examination of our 
problem. As Professor Harris hints, the solution is not to be 
found merely in the moderation by graduates of their ambitions 
in the matter of careers ; it may rather lie in the separate provision 
for professional and technological training, and for whole-time 
research, coupled with new forms of further education for those 
who, for one reason or another, do not possess the aptitudes 
appropriate for the university way of life. In any case we need 
to be aware of the possibility that we may drift into a position 
where our universities will be gradually modified out of recog- 
nition as the result of a thoughtless expansion in the supposed 


interests of a full democracy. 
A. M. Carr-SAUNDERS 


London School of Economics. 


The Cost and Financing of Social Security. By Lewis Mrriam, 
Kar T. SCHLOTTERBECK AND MILDRED Maroney. (Wash- 
ington, D.C. : Brooking Institution, 1950. Pp. 193. $3.) 

Tuts is an excellent short survey of the present position of 
social security in the United States and of the important changes 
































1950] MERIAM AND OTHERS: COST OF SOCIAL SECURITY 599 


proposed. Its primary purpose is to analyse the finances of the 
proposed extensions and to examine the financial validity of the 
basic assumption of social insurance having regard to the sharp 
rise in estimated future expenditure. Two sets of proposals are 
considered : those contained in Bill H.R.2893, which represent 
the views of Mr. Truman’s Administration, and those in H.R.6000, 
a more modest measure which received the approval of the House 
of Representatives in October 1949. Some idea of the difference 
between the two Bills can be gained from their estimated total 
costs. H.R.2893 is estimated to cost between $4,655 and $7,163 
million in 1960 as against the $3,800 million of H.R.6000 and the 
$1,800 million of the existing schemes. The authors of the survey 
are obviously sound in taking the higher figure as the basis of their 
analysis. For clearly it is only a matter of time before the United 
States accepts the idea of a comprehensive system of social security, 
and the costs of such a system are likely to be higher there than in 
this country. 

After surveying the present schemes and the proposed changes 
the report brings together the various estimates of future costs. 
These can be summarised as follows : 


Estimates in billions of dollars. 





Low-Cost. High-Cost. 





1960. 2000. 1960. 2000. 





All insurance benefits under H.R. 2893 





(except for temporary saree: Ss 4-65 13-24 7-16 20-60 
Temporary disability . ‘ 1-45 1:87 2°18 2-81 
Health service . . : : e 6-60 7-40 15-50 17-30 
Unemployment . . ‘ , a 2-95 3°74 4-43 5-64 

15-65 26-25 29-27 46°35 
Public assistance ; ; : ‘ 0-90 0-50 1-50 0-60 
Veterans benefits , ° ‘ 5-00 6-00 5-00 8-00 











21-55 32-75 35°77 54:95 











1 Mainly old age and widow’s pensions. 


The difference between the low and high cost estimate include 
an allowance for what some observers regard as an inevitable 
expansion in the provisions—this is particularly noticeable in the 
estimated cost of a free health service. 

Having gathered together these totals the authors then 
consider two problems which are better treated separately but 
are sometimes confused. The first concerns the validity of 
assumption that a State insurance scheme has the same financial 
basis and integrity as has a private insurance scheme. The theory 
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of the private scheme is simple. The likely claims under the 
various risks are determined actuarially and rates of premium are 
fixed to cover estimated claims and administrative costs. But 
in the case of old pensions and certain other types of claim the 
premium income must accumulate for a number of years, possibly 
thirty to forty years for old-age pensions, before payments come to 
be made. The private insurance company invests the premiums 
thus accumulated, and assuming that after a time no new entrants 
came into the scheme the investments would gradually be sold 
as the pensions mature. In other words the company really 
manages the investment of the savings of a large number of 
individuals who are thereby also enabled to share certain risks. 
But the finances of State schemes are seldom of this kind. For 
one thing usually each extension of an old-age pension scheme 
allows pension rights to new entrants out of all relation to the 
contributions they are likely to make. ‘The difference is made up 
by a direct payment from general taxation not in the form of a 
lump sum, but annually or as the pensions fall to be paid. More- 
over, the money which does accumulate is not necessarily used to 
increase the productive wealth of the community but may be 
borrowed by the Government for general or even destructive 
purposes. In other words, the idea that millions of contributors 
are building up a source of income out of which their pensions can 
be paid in twenty or thirty years hence may be a dangerous 
delusion so far as State schemes are concerned. Payment may 
well depend on the willingness or ability of future citizens to pay 
high taxes. 

This brings us to the second question, which is not without 
interest to private insurance companies in so far as their own 
reserves are nowadays partly in Government securities. Will the 
total resources of the community be large enough in 1960 or in 
2000 to spare large payments to that section of the community 
which for one reason or another has ceased to make a contribution 
to the national income? The answer to such a question involves 
estimates of the trend of productivity and population, as well as of 
other likely claims on Government and personal income. The 
report does not get far in making such estimates, but is 
generally content to strike a note of caution. Though the statis- 
tics all refer to the United States, there is much in the general 
discussion which is appropriate to this country. 

D. N. CHESTER 

Nuffield College, 

Oxford. 
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Pricing of Military Procurements. By Joun PERRY MILLER. 
(New Haven: Yale University Press (London: Geoffrey 
Cumberlege), 1949. Pp. xvi + 292. 32s.) 


PROFESSOR MILLER’s book is a critical study of the purchasing 
policies of the American Armed Services during the Second World 
War. Although this was a private piece of research, the author 
was able to draw on his own experience in the Navy Department 
and has examined a wide range of Government material, both 
published and unpublished, to which full documentary reference 
is given. The war-time experience is used as a guide in the formu- 
lation of a body of useful recommendations concerning future 
policy in peace and war, and the value of the book is enhanced by 
the inclusion of the report of a conference on its subject, in which 
twenty-four interested persons from the Armed Services, industry 
and Yale University all participated. The account of the ways in 
which contractors were relieved of special war-time risks, such as 
the possibility of premature redundancy of additional equipment, 
seems rather sketchy, but otherwise the study is admirably 
thorough. It is a valuable contribution to a subject which has 
for some time been growing steadily more important, and is likely 
to go on doing so as the share of Governments in the volume of 
purchases increases. 

Nothing emerges more clearly from any study of war-time 
contract policy than that there is no simple or single solution of 
the problems of Government purchase. For this reason it is 
essential for efficiency that wide discretion as to the method of 
purchase should be left to those immediately responsible. It is 
highly desirable that their activities should be subject to retro- 
spective criticism from outside, but their hands should not be 
elaborately tied in advance. In this respect the American 
services have been less favourably placed than their British | 
counterparts, and Professor Miller’s plea for greater flexibility is 
undoubtedly right. 

He applies it specifically in a suggestion that in no circum- 
stances should there be an obligation to place contracts by com- 
petitive bidding, though that method might be adopted where it 
appeared convenient. But the plea for flexibility might well have 
been carried further. For instance, the cost-plus-percentage-of- 
cost type of contract was prohibited by statute from before the 
American entry into the War. No one would advocate the 
widespread use of this type of contract, the weakness of which is 
obvious and notorious. But there are occasional circumstances in 
which it is the fairest practicable type. Where the amount and 
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difficulty of the work to be performed are highly unpredictable it 
may sometimes well lead to a lower price than the cost-plus-fixed- 
fee contract, in which the fixed fee is apt to be proportioned to an 
exaggerated estimate of costs. The latter type, however, was the 
usual American expedient in a variety of circumstances, and was, 
indeed, used to an extent that probably few would recommend : 
about 30% of the value of all United States war contracts was on 
the basis of cost plus fixed fee. 

For the future, there are suggestions that much more use 
might be made of some form of incentive contract under which 
the contractor would receive a fixed fee and a share of any savings 
he achieved below a target cost. It is doubtful whether there can 
ever be much scope for the satisfactory use of such contracts, 
which have had near-counterparts in the United Kingdom in both 
World Wars. If sufficient information about costs is available 
for a reasonable target to be set, then the same information is 
usually good enough to provide a basis for a firm price, without 
risk of profiteering, which is the most desirable contractual 
arrangement. 

If more overt recognition is given to the relation between costs 
and the rate of profit, then it becomes specially important that 
some objective but not rigid criterion for estimating the latter 
should be an integral part of contractual policy. On this topic 
Professor Miller has little to say. The figures of rates of profit 
which he gives are all related to the value of sales and, though they 
show a steady decline in the course of the War, it is doubtful how 
far this was sufficient to offset the partly fortuitous gains which 
must have resulted from increased turnover. It seems possible 
that the British practice of trying to relate the rate of profit to the 
value of capital employed on the contract is a more satisfactory 
method, despite the difficulties in evaluating capital employed, 
which caused the United States Services to abandon their plans 
to make some use of it. 

Perhaps the most interesting suggestion is that, as far as 
possible, instead of each item being priced separately, a company’s 
whole output for Government use should be priced on an overall 
basis. Some experiments on these lines were tried in the United 
States of America towards the end of the War, but were not 
sufficiently extended to be conclusive. Such a scheme would 
greatly reduce certain knotty problems, such as the allocation of 
overheads among different items of production, and has great 
administrative advantages to commend it. That is a major 
point. The positive contribution which any form of contract can 
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make to the encouragement of productive efficiency is limited, 
but a system of purchase and cost investigation which involves 
great elaboration can be a serious drag on management. This is 
a problem that is not confined to military purchase or to the 
United States of America, and anything which offers a hope of 
simplifying it without creating new disadvantages is worth serious 
consideration. 


London School of Economics. 


W. ASHWORTH 


Development of Aircraft Engines and Aviation Fuels. By RoBret 
ScHLAIFER and 8. D. HERon (Two studies of Relations between 
Government and Industry). (Boston, Mass., Harvard School 
of Business Administration, 1950. Pp. xviii+-754. $5-75.) 


THE names of the aircraft types bearing the main burden of 
the war in the air, both British and American, are familiar to 
everyone. Notso familiar are the names of the huge and powerful 
engines that enabled these aircraft to hurtle into the dog-fight 
or to penetrate deep into enemy territory. Yet the story of the 
development of these engines from the 200-h.p. midgets of 1918 
to the 2,000-h.p. giants of 1944 is as fascinating as any in the 
history of technology and science. The drama was heightened 
by the urgency of the arms race with Germany, and after the 
outbreak of war, Allied engineers poured a vast human effort 
into the development of the successful engines—the Merlin, the 
Hercules, the Wright Cyclone, and the Pratt & Whitney Twin 
Wasp. 

It must be confessed that little of the drama of this backroom 
battle is allowed to penetrate into the pages of Professor Schlaifer’s 
detailed and impartial examination of engine development from 
1920 onwards. The weight of detail in his technical sections 
inevitably obscures the main argument about the relations of 
government and industry, and the book would appeal to a wider 
public if the technical sections were condensed. On the other 
hand, British readers will find much that is new to them in the 
author’s transatlantic viewpoint. It must often have been 
difficult during the inter-war years for the American Army to 
inspire in their aero-engine industry the feeling that engines for 
the military were at least as important as engines for commercial 
use. Professor Schlaifer shows how in the relative progress of 
air-cooled and liquid-cooled types, commercial considerations 
were allowed to overcome those of military importance. In the 
early 1930s all the important American aero-engine manufacturers 
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concentrated on the development of the air-cooled radial engine 
because it offered obvious and immediate advantages for com- 
mercial flight. The Army were almost alone in pointing out the 
potential advantages of liquid-cooled engines. This situation also 
found the weak spots in the procurement organisation of the Army. 
Insufficient funds, spread over a large number of projects, 
administered under restrictive contractual regulations by 
professional soldiers with short terms of service in the technical 
branches and little previous knowledge of the more intimate 
questions of development. The American Army did what they 
could to encourage the firms with smaller resources to continue 
liquid-cooled engine development. Only one venture—the Allison 
V.1710, in which the firm bore a large part of the financial burden 
—was brought to successful production. It was never a serious 
rival to the Rolls-Royce Merlin in service, and its development 
was slower. Where air-cooled engines were concerned, however, 
the incentive of profit, out of which development costs could be 
recovered, was sufficient in the thirties to stimulate the large firms 
to develop engines almost entirely at their own expense. Here 
the development period was shorter, and the final product was if 
anything superior to British air-cooled engines. 

The fact that the Army depended on financial resources 
outside their control for the development of their engines is so 
sharply in contrast to British practice that it is impossible not to 
ask which system provided better aero engines and at what 
relative cost. This is the underlying problem of Professor 
Schlaifer’s study. In an attempt to answer these questions he 
traces not only the story of the American engines, but also that of 
the Rolls-Royce Merlin family. A shorter section deals with 
Bristol air-cooled engines. The writer also briefly describes the 
organisation in the British Air Ministry for obtaining new engines. 
Four aero-engine firms, designated “‘ family ”’ firms, were charged 
with the entire development of engines for the R.A.F. Attempts 
to enter the field were vigorously discouraged. But while the 
Air Ministry paid for all development, leaving little true “ risk ” 
for the firms,-the technical independence of the firms was 
sedulously fostered. Nothing so rigidly binding as the technical 
oversight of the development of the American Continental 
0-1430 engine was ever imposed on a British firm. The other 
feature of the British system was the policy of the Air Ministry 
throughout the lean years of disarmament to reserve the largest 
portion of financial appropriations for research and development. 
The immediate result was tiny production units, but drawing- 
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offices and experimental shops humming with activity. The 
continuity in office of the civilian technicians in charge of develop- 
ment in the Air Ministry, as well as the flexible financial control 
over contracts, impress the American observer as highly favour- 
able to development. 

The author concludes that on the whole neither system 
resulted in a marked technical superiority nor in reducing costs. 
But he attributes the failure of Napier and Armstrong Siddeley 
to maintain their engine development at a satisfactory level 
mainly to the British system of removing all risk from the conduct 
of aero-engine production. On the other hand, he finds the speed 
of development and concentration of resources of Rolls-Royce 
and Bristol the equivalent of the best amongst the independent 
American firms. 

Professor Schlaifer’s book is a mine of information for those 
interested in the technical history of aero engines. He has been 
able to consult many people intimately concerned, though it is a 
pity we are not told more about his documentary sources. And 
not everybody will agree with his contention that written sources 
throw no light on “ questions of policy, motives, or incentives.” 
It is also doubtful how valid the conclusions of the particular case 
of aero-engine development are over a wider field. Many 
differences in the structure of industry and in the attitude of 
government departments concerned, both in this country and in 
the United States, would be evident if his study also included 
airframe development. 

There is a valuable section on research and development of 
aircraft fuels by Mr. 8. D. Heron, an expert in that field, the con- 
clusions of which deserve to be incorporated in the main story 
of aero engines. This study clearly shows how important was the 
progress of fuel technology in the growing efficiency of the aero 
engine. This story, however, offers no obvious comparison or 
contrast to British development. 

CYNTHIA PosTAN 
Cambridge. 


Wartime Economic Planning in Agriculture. A Study in the 
Allocation of Resources. By Berta Goup. (Columbia Uni- 
versity Press (London: Geoffrey Cumberlege), 1949. Pp. 
594. 55s.) 


In this lengthy book Dr. Bela Gold is mainly concerned to 
demonstrate that, in spite of the great expansion of agricultural 
output in the United States during the war, far more might have 
































606 THE ECONOMIC JOURNAL [SEPT. 


been done by America both to alleviate the grave shortage of 
food after the war in so many countries and to release both farm 
labour and the factories making farm machinery for war pro- 
duction. 

After two introductory Chapters in Part A he goes on in Part 
B to describe and criticise both the planned expansion in pro- 
duction and the execution of the plan. His main complaint is 
that too little effort was made to change the types of agricultural 
production; not only was the output of crops inessential in war- 
time maintained or increased but also, and more important, 
livestock output was increased more than that of crops and meat 
output more than that of dairy products. This was wrong, 
because more resources are needed to produce a given amount of 
nutrients in animal than in crop production, and for meat than for 
dairy products and eggs. This is a familiar argument to British 
readers ; in this beleagured island the shift Dr. Gold advocates for 
the United States was undertaken to some extent and was clearly 
necessary. But I do not think Dr. Gold fully makes his case for 
the United States. Livestock products make a more concen- 
trated use of shipping resources than do crops; shipping resources 
were often scarce (this is a topic scarcely touched on in this book) ; 
if livestock products were to be produced at all, the best place was 
in the areas more distant from the places of food shortage. Had 
wheat production been greatly expanded earlier, the full additional 
yield could neither have been shipped nor stored. Dr. Gold is, 
of course, right in criticising the running down of stocks of wheat 
after 1942 and the great volume of livestock production in 1944 
and later when exports of wheat were certainly insufficient ; 
but he weakens his general case by overstating it. 

In addition, Dr. Gold maintains that much greater productivity 
could have been achieved by greater efficiency in production. 

In Part C he goes on to the distribution of the food produced. 
Here his most important criticism is of the great expansion in 
domestic food consumption at the expense of exports; rationing 
was insufficient and was removed too soon. From the point of 
view of world welfare he is here clearly on strong ground. Yet 
he seems to underestimate the difficulties of some parts of the 
policy he advocates, partly by an incorrect analogy with what was 
done in this country. Thus he advocates differential rationing 
according to needs, and rationing in restaurants; but he is, of 
course, wrong in stating, as he does on p. 383, that “in Britain, 
the individual had to surrender ration points whether dining in 
restaurants or at home.” And he toys with the idea of rationing 
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animal feeding-stuffs; had he studied the British system more 
deeply it is unlikely that he would have attached much im- 
portance to such a weapon in a country such as the United 
States, where, to mention only one difficulty, almost all the feed 
is home produced. 

After an interesting chapter on prices he goes on, in Part D, 
to survey the adequacy of mobilisation after 1944, an extension of 
his earlier survey which could usefully have been amalgamated 
with it, so cutting down the excessive length of the book. Finally, 
in Part E, he discusses the difficulties of planning induced by 
pressure from interested parties and by conflicts between Congress 
and Executive and between different agencies of the Executive. 
While there is much of general interest in the discussion, I should 
have found it more useful had it been less general. 

In spite of many interesting points I found this book dis- 
appointing. It is too long and too full of criticism, quoted or 
original. And Dr. Gold, by overstating his case in a number of 
directions, weakens it; undoubtedly the United States might 
have done more to help other countries with food, but not, I 


think, as much more as Dr. Gold believes. 
RutH CoHEN 
Newnham College, 


Cambridge. 


Gresham on Foreign Exchange. By RAYMOND DE ROooveR. 
(Cambridge, Mass; Harvard University Press. (London: 
Geoffrey Cumberlege), 1949. Pp. xiv + 348. 48s.) 


THE sub-title describes this work as an “ Essay on Early 
English Mercantilism, with the text of Sir Thomas Gresham’s 
Memorandum for the Understanding of the Exchange,” and gives 
a more adequate idea of its scope. Professor Arthur Cole in his 
Foreword compares the author to ‘“‘ the preacher who takes for 
himself a text, and extends his exegesis to a well-rounded sermon.” 

The manuscript of the Memorandum has only now been 
identified as Gresham’s by the researches of Professor de Roover 
himself. The attribution is a matter of both biographical and 
historical interest. The date of the Memorandum is put at 1559. 
But Gresham’s views really form only a very subordinate part of 
the subject of the book. Professor de Roover gives us a most 
illuminating study of the problems of foreign exchange as they 
presented themselves from the time of the debasement of the 
coinage at the end of Henry VIII’s reign to that of Malynes 
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The substance of the work is divided into three parts, dealing 
respectively with English monetary policy and coinage, with the 
mechanism of foreign exchange and banking in the sixteenth 
century, and with the “foreign exchange controversy.” It is 
especially in the two latter that the value and interest of the book 
reside. 

The author’s researches have supplied the material for a full 
and clear account of the problems and principles of foreign 
exchange as they presented themselves to the authorities and the 
writers of the period. 

Professor Tawney and others have made economists familiar 
with the manner in which “dry” exchange and “fictitious ” 
exchange provided the means of evading the usury laws. The 
effect was to put the borrowing trader at the mercy of the banker 
who was in a position to deal in exchange on a foreign centre. The 
London merchants found themselves dependent on a ring of foreign 
bankers, who of course exacted a spread between rates of exchange 
wide enough to afford them a commission as well as interest. 

Gresham in his memorandum distinguished between “ natural 
exchange ” and ‘“ merchants’ exchange,” the latter being any 
exchange operation yielding more than the metallic equivalent of 
the money paid. He went on to specify twenty-four “ feates,” 
which merchants devise by exchange for their own gain, and offered 
fourteen suggestions of his own of “ the way to raise the exchange 
for England” and thereby to put a stop to the gains foreign 
bankers were making at the expense of the British merchants. 

Among the suggestions was one to which he repeatedly re- 
curred at times when exchange policy came under review ; “‘ turning 
a mass of the Queen’s treasure upon the exchange by her highness’ 
factor, and making England the lord of the exchange here.” 

The Memorandum was undoubtedly brought to the attention 
of the Royal Commission of 1564, and the proposal for creating a 
fund for dealing in exchange was referred to in the Commission’s 
report. But to create the fund £10,000 would have been needed, 
and the Queen had not that sum to spare (p. 227). 


R. G. HawtTREY 
London. 


Economic History of the United States. By CuestER WHITNEY 
Wricut. Second edition (New York and London: 
McGraw-Hill, 1949. Pp. xxi + 941. 36s.) 


THE last generation has seen the appearance of a whole 
series of economic histories of the United States, designed for the 
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most part as text-books for undergraduates and catering clearly 
for a wide demand from college teachers. The most outstanding 
of these have been written by historians for the instruction of 
history students. In 1941, however, there appeared a further 
essay in this genre, this time by a professor of economics, forming 
one of a series on business and economic problems and catering 
primarily for the needs of students of economics and business 
administration. This book, by Professor Chester W. Wright of 
Chicago, has now been issued in a second edition which brings the 
story down to the end of the Second World War. More ambitious 
than its predecessors, it is both more comprehensive in scope and 
more radical in its object, and on both grounds deserves the most 
respectful treatment. 

First, its scope. The most exhaustive and learned single- 
volume account hitherto attempted, the new edition runs to 
over nine hundred closely packed pages. Even this represents a 
considerable reduction on the first edition, and one of the objects 
of the re-issue has been clearly to make it more manageable. 
Although an improvement, it cannot be said that the revision has 
entirely eliminated the earlier fault. American text-book writing 
has for some time suffered increasingly from a form of 
elephantiasis, the result, not of professorial megalomania, but of 
the inherent tradition of American college teaching. It is almost 
as if the professor, despairing of ever teaching his pupil to think 
and read for himself, has had to fall back instead on presenting 
him, in an encapsulated form, with the results of a generation of 
intensive, specialist research on every conceivable aspect of the 
subject of study. With this in hand the student is told to commit 
to memory pp. x to y for examination by an instructor whose 
distrust of speculation and reverence for the atomised fact 
inhibits the possibility of synthetic thought. Such a system 
begets text-books which are admirable as works of reference but 
which approximate more and more closely to that reductio ad 
absurdum, the newly published Encyclopedia of World History. 
It would be a grave injustice to Professor Wright to identify his 
book with the above caricature; yet the demands of the system 
have had their effect in reducing the whole to a dead level of 
competent and condensed, but flat, writing which is not likely to 
inspire the English novice, however much he may value its orderly 
array of fact, statistics and graphs. 

Yet there may be a second and more fundamental reason for 
this flatness of treatment, a reason relating to the author’s basic 
premise. Unlike many of its kind, this text-book is not devoid of 
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thesis. Although the facts are left to speak for themselves, they 
are built into a very definite framework of theory. The author is 
writing as an economist, and his object is the practical one of 
explaining to economists and business men how the American 
economy grew in order to teach them to 


“act more intelligently in promoting changes in the 
economic order. . . to enable us to supply our wants more 
efficiently and thus raise our standard of living.”’ 


It is interesting to note throughout an extensive introduction 
along these lines how much the author’s assumptions are those 
of the chamber-of-commerce audience for which he is writing. 
Thus economic history is concerned with a rising standard of 
living: there is no place in Professor Wright’s scheme for the 
economic history of a falling standard of living! Thus, also, the 
inevitable overtones of laissez-faire : 


“Yet we can still fairly assume that the individual 
guided by the desire for economic gain and seeking to learn 
from history how he can best direct his activities in his 
chosen pursuit for this purpose will usually at the same time 
promote the economic progress of society.” 


This is no place to enter into a discussion about the philosophy 
of history; but an historian cannot fail to see a danger signal in 
such assumptions about the practical purpose of history. One’s 
guard is up, and one cannot help probing critically any historical 
writing based on such a premise. This premise does, in fact, 
lead to much writing that is non-historical. The author’s out- 
look is so bound by present time and place that he cannot help 
projecting current attitudes backwards to periods in which they 
are not necessarily relevant. Trained to handle economic 
problems statically he is not deft at indicating change, at working 
in that dynamic dimension which is the historian’s peculiar 
province. Trained to marshal his conclusions in statistical 
form he is at a loss when statistics are not available; then, 
instead of using the historian’s art of significant illustration, he 
takes refuge in a cautious, and often trite, general statement. 
Used to general theory about how Economic Man behaves he has 
no eye for the men and women who compose his story: the 
individual settler, or iron founder, or Philadelphia merchant who 
can bring to life the most colourless generalisation. In short, 
convinced as he is that history is a science, he lacks the art which 
makes the pages of a Tawney or a Clapham come alive and which - 
is surely still essential to an economic historian, however statistical 
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and technical his theme. Without it he is not an economic 
historian, only an historical economist. 
Frank THISTLETHWAITE 
St. John’s College, 
Cambridge. 


Dollar Crisis: Causes and Cure. By T. Batoau. (Oxford: 
Basil Blackwell. 1949. Pp. xlvi + 270. 15s.) 


A REVIEW of a tract for the times which appears a year later 
than the book has not only disadvantages but also advantages. 
The disadvantages are obvious. The problems with which the 
author is wrestling are those of a year ago. Events of many kinds 
have changed the nature and the relative urgency of the problems. 
Some have found a solution; some are further than ever from 
a solution. The gains are less obvious, but none the less real. 
The reviewer can more readily separate the purely ephemeral 
from the more permanent and see more clearly what is the 
author’s contribution to the more lasting corpus of economic 
thought. 

Mr. Balogh’s book, when it appeared, was designed primarily 
for immediate consumption. Indeed, when he was overtaken by 
devaluation, the book was held up in order that a preface of some 
forty pages dealing with the new problems should be added. I 
am, nevertheless, going to pass by very much that he has written 
about these immediate issues. On all of them Mr. Balogh is 
immensely controversial. On very much of it I disagree with 
him. I regard many of the charges that he levels at other econo- 
mists and at Civil Servants as quite incapable of justification. He 
is infuriatingly self-assured: Balogh is always right, and the 
whole world is always wrong. Indeed, had we persistently tried 
to do everything wrong, we could hardly have hoped to have 
succeeded in such unfailing, hundred per cent. wrongness. All 
this I propose to disregard, because I believe that in certain very 
significant respects Mr. Balogh is saying things which are immensely 
true, immensely important and greatly in danger of being over- 
looked. And in the last analysis these are the things upon which 
the whole book turns and afford the criteria by which all policies 
and actions are judged. 

A full-employment policy, Mr. Balogh holds, must be the fixed 
centre of all economic policy. It is not only good sense economic- 
ally. It is the one firm barrier against communism. If the 
purpose both of American foreign policy and of British foreign 
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policy is to limit and contain the spread of communism, it can only 
hope to succeed if democracy is consistent with a high and stable 
level of employment and a rising standard of life, both in Britain 
and in the world at large. Full-employment is, however, inher- 
ently inflationary. A system of free wage-bargaining, with no 
implied restraints and no wages policy, requires in our present 
conditions 10° or more of unemployment to prevent inflation. 
One has therefore to choose between an inflationary high level of 
employment and a politically disastrous and inhumane control of 
inflation by unemployment. 

Faced by that choice, Mr. Balogh believes that all reasonable 
and humane men would and should choose the high level of em- 
ployment and face up to the problems of preventing inflation, as in 
war-time, by direct controls of one kind or another. To his think- 
ing the “ bonfire of controls ’’ was a surrender of the principle of 
high-employment, a selling-out by misguided economists and 
Civil Servants and misled ministers of what should be a cardinal 
tenet of socialism, or indeed of any humanitarian economics. 

To his thinking, again, this surrender sprang from confusion of 
thought about the essentials both of internal and external policy. 
Internally, a high level of activity, with high investment and 
powerful incentives to invest, is the one certain source of increasing 
income per head. Externally, the restoration of competitive 
power by the route of deflation is pure lunacy: while relatively 
greater deflation than other countries are imposing on themselves 
will give a temporary relative advantage, competitive deflation 
contributes nothing to a final and permanent solution, and, once 
this disastrous policy has been started, any country Jeft behind in 
the deflationary race is at a powerful disadvantage and finds its 
reserves being dissipated. 

Thus Mr. Balogh’s constructive policies, if I understand them 
properly, would begin with a clear recognition by Democratic 
thought in the United States, by Labour thought in Britain and 
by most of the countries included in O.E.E.C. that a central 
feature of economic policy should be the maintenance of a high 
level of employment, the maintenance of controls to that end, and 
the solution of the dollar shortage by methods which would 
ensure a sufficient flow of dollars to the outside world to get a 
dollar balance without extra-American deflation. 

Thus far—possibly because I may have inadvertently diluted 
the pure spirit of Mr. Balogh’s doctrine to suit more delicate 
palates—I believe that a large number of responsible economists 
in Europe would find some measure of sympathy with his objec- 
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tives. It is when he comes to detail that I find it very much more 
difficult to be certain that I have successfully derived from Mr. 
Balogh’s discursive tirades against particular things a coherent 
picture of what he really intends; or to be certain that many 
economists, who are broadly sympathetic with his ends, would 
be equally sympathetic with his means. 

First as regards controls. Mr. Balogh’s philosophy is I think 
as follows. During a period of rapid and great structural change 
there are bound to be particular shortages and bottlenecks. 
There are two ways in which an economy can be adjusted to these 
bottlenecks. Either, the whole scale of activity and consumption 
can be reduced by general measures of deflation to the level 
determined by the bottlenecks. Or alternatively, there may be 
physical control and rationing of the bottleneck products, localising 
and confining the trouble and making particular shortages con- 
sistent with a generally high level of activity outside this particular 
sphere. Between these two any sane man would choose a limited 
control rather than a general deflation. But where have relative 
prices got to? They hardly ever appear in Mr. Balogh’s dis- 
cussion. Are all demands so inelastic that the rationing of slightly 
scarce products cannot be left to prices without quite disastrous 
re-distributions of real income? Cannot the minor problems 
of limiting consumption of bottleneck products be better dealt 
with in this way? Are a few limited price rises, with other limited 
price reductions, inconsistent with a general policy of stabilisation 
and avoidance of inflation ? 

Apart from this, Mr. Balogh wishes to use the control of 
materials as an instrument for controlling industries, rationing 
materials not in accordance with pre-war use but to enforce 
particular policies of specialisation, export, expansion or contrac- 
tion. The bonfire of controls has forfeited that possibility. But 
has he really thought out the use of controls in this way in a world 
in which the materials are no longer acutely scarce? The 
inefficiencies of 1946 and 1947 sprang largely from raw-material 
shortages; small batches, interrupted production runs, the use of 
unsuitable material, all made their contributions to low output per 
head. Mercifully we have now put much of that behind us, 
because material supplies have got more nearly into balance with 
needs. Must we return to it artificially? If the limiting factor 
is general manpower resources rather than particular material 
resources, can one hope, say, to use a system of steel licensing to 
control the engineering industries? Must one forbid inter-firm 
dealings in steel? Must one attempt to tie up sub-contract steel 
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with end-uses? If one does not, can one make steel artificially 
scarce, despite general plenty, for particular end-uses ? 

It would, I believe, have been much better if Mr. Balogh had 
argued more clearly and systematically what he believes to be the 
central key-points of planning and control if high employment is to 
be maintained, so that one could relate particular methods of 
control to a general view of the essentials. I am not myself 
convinced that the analogies of war-time are wholly valid. The 
need for particular physical controls in a war-time economy 
springs partly from the powerful pressures of full employment. 
They spring partly (and I would say principally), from a dramatic 
change in the relative demands upon different industries and 
raw-material supplies. There is no obvious reason why a peace- 
time economy, running continuously at a high level, should not 
progressively eliminate the major bottlenecks, so that the limiting 
factor is increasingly the limit of general resources rather than of 
particular resources. I believe we are slowly moving in that 
direction and that a bonfire of some particular controls was per- 
fectly consistent with a high-employment policy, provided that 
budgetary control over the total of consumption (which Mr. 
Balogh almost wholly overlooks) and a minimum of other essential 
controls over import, investment and consumption of certain 
remaining bottleneck products were maintained. 

But it is not clear that Mr. Balogh would regard a general 
control over consumption as equivalent to a series of particular 
controls, even if the shortages which had required the particular 
controls had vanished. Mr. Balogh, as I see it, is anxious to 
secure a high measure of effective socialist control and of redistri- 
bution of real income in the short term in a world in which the main 
social and economic structure and the pattern of money-income 
cannot be, or at least are not, correspondingly changed. He does 
not assume that his socialism works through the market, with 
income- and price-changes as the ingredients. He is anxious to 
use controls over particular forms of expenditure as an instrument 
of re-distribution of real income and to prevent dissaving by the 
owners of accumulated wealth. In all this Mr. Balogh is poles 
asunder from the various academic socialists who seek to devise a 
market socialism. 

Supposing, however, that one concedes all Mr. Balogh’s 
objectives, there remains, even in a completely socialist society, a 
problem of the total level of demand, and some danger that, if it 
is exceeded, the balance between the home market and the export 
market will be disturbed. In smiting his enemies who want to 
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rely on powerfully deflationary methods, Mr. Balogh is in danger of 
annihilating also his friends who believe that socialism will work 
best in an atmosphere that is neither deflationary nor hyper- 
inflationary. Let us face the fact that, what is or is not inflation- 
ary turns largely on wage and salary structures and bargains, and 
the practicability of limiting wage increases through a suitable 
policy to accord with the possible increase of consumption, and 
that this can only to a limited extent be affected by physical 
controls. Mr. Balogh points out that in the last few years pro- 
ductivity has risen more rapidly than wages. But that proves 
nothing unless the increased resources are becoming available for 
consumption; they have in fact been largely absorbed by the 
closing of the overseas deficit and by increased government 
expenditure. In the next few years there is, however, a prospect 
of fairly rapid advance of real consumption if rapidly rising total 
production can be allied to stabilised investment and government 
expenditure. But Mr. Balogh would like to see considerable 
increase of investment; if government expenditure increases also, 
a non-inflationary high level of employment may be difficult or 
impossible to maintain with all the physical controls in the world. 
The war-time wages policy, with the concomitant stabilisation and 
subsidisation of prices, was an absolutely essential ingredient of 
the war-time anti-inflation policy. Can a similar regime of self- 
abnegation be sustained in peace-time? I do not myself feel 
convinced that Mr. Balogh has shown us an effective means by 
which non-inflation can be fully reconciled with a high level of 
employment. That is not to say that the right answer is to throw 
away all the controls which can contribute to limiting inflation and 
to depend solely on general deflationary weapons. If controls can 
make the system work with 4% of unemployment and only 
moderate inflation, and if in their absence 10% is required to 
prevent inflation, then controls may be very well worth accepting. 
In making us face this issue, and in reminding us of the functions 
in a peace-time economy of some of these controls, Mr. Balogh has 
done something very important. 

Finally, the problems of dollar scarcity. Mr. Balogh is ex- 
tremely pessimistic about either direct exports to the United 
States or opportunities of acquiring dollars by third-country 
trade. It is not easy to be certain one has followed his argument, 
and one feels a certain sympathy for Professor Haberler’s inquiry 
whether English economists have forgotten that trade is governed 
by comparative and not absolute cost. I take it that Mr. Balogh’s 
pessimism springs not from that, but partly from a strong feeling 
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that lobbies and vested interests will prevent tariff reductions or 
secure their re-imposition if large exports begin to affect American 
producers, partly from a realisation of the difficulties likely to 
arise from the steeper gradient of American progress. He looks 
for a solution principally to massive and internationally organised 
investment in the undeveloped countries of the world in which the 
United States government would play the chief, but not the 
exclusive part. To deal with short-term cyclical dollar shortages 
he would reorganise the International Monetary Fund into an 
effective International Central Bank and provide a more adequate 
supply of funds with which to carry out its functions. 

It is never difficult to invent methods by which the United 
States might redress the world shortage of dollars. It is much 
more difficult to be sure that the methods one has invented are at 
all likely to commend themselves to American opinion and to be 
of a scale necessary to meet the situation. Some volume of 
investment in undeveloped countries is very clearly one of the 
methods which might be welcome to enlightened American 
thinking. It is much more difficult to convince oneself that such 
action would be on the desirable scale. A sensible division of 
labour between the United States and the rest of the world would 
probably involve American exports of goods and services close to 
the present 63° of the United States gross national product. A 
balance based on present American importing habits and trends 
would require a reduction to about 44%. If the world is to enjoy 
the division of labour that would go with a high-level balance and 
the United States is to escape the consequent structural adjust- 
ments by receiving no more than the imports of the low-level 
balance, the volume of lending required is of the order of $4 
billion a year. I cannot conceive that the undeveloped countries 
of the world are in a position to digest continuous investment at 
that rate or to divert resources to perform the very large element of 
local construction involved. Apart from all else the political 
problems of control and ownership are far from easy to settle. 
This may be one important ingredient in a solution. I cannot 
believe that it can be the major element. 

I have deliberately touched on only a few of the many prob- 
lems that this book raises. It will be obvious to any reader that 
it has irritated me and that my judgment of it is probably un- 
trustworthy. I can only say that few other readers can hope to 
find their own pet opinions treated without caricature and misrep- 
resentation, and that they, as I, will at intervals probably throw 
the book down in fury. But, as with nasty medicine, they will 
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certainly be better in the end. And if I have been driven to make 
faces at the doctor, he will probably be consoled by thinking that 
he has done me good. One thing he has certainly done. He has 
made me face the unpalatable fact that simultaneous lip-service to 
full-employment, absence of inflation and the virtues of a free 
economy may be a cowardly form of self-deception. 
AusTIN ROBINSON 
Sidney Sussex College, 
Cambridge. 











NOTES AND MEMORANDA 


THE SHARE OF WAGES IN THE TRADE CYCLE 


Most of the recent discussions concerning the movement of 
real wages and the share of wages during the course of the trade 
cycle have been based on the static equilibrium analysis of the 
firm. Thus more or less successful attempts have been made to 
derive a theory of such movements from static stability con- 
ditions, e.g., that under perfect competition marginal productivity 
of the variable factor must be diminishing. Again, plausible 
theories have been put forward on the basis of changes in the 
elasticity of demand during the course of the cycle.t It is not 
the purpose of this paper to deny that these theories have been 
useful or important. But they all suffer from the defect that 
they apply a static method of analysis to what, after all, is a 
dynamic problem. (Curiously enough, the older Marshallian 
analysis in terms of lagged money wages has recently fallen into 
disfavour just when the importance of lags is being more and 
more appreciated.) An attempt will be made in this paper to 
develop a theory of the share of wages in the trade cycle which is 
directly derived from the trade-cycle theory itself, and thus 
makes use of the dynamic element in the situation. 

The trade-cycle theory which will form the basis of the 
discussion will be that developed by Mr. Hicks in his recent 
book.? 

I 


The share of wages, given the price of all imputs, is deter- 
mined by two main factors: (a) the ratio in which labour is 
combined with other factors (we shall assume that there is only 
one other factor : capital) and (b) the price charged for the output. 
In this section we shall examine the first of these determining 
factors. 

Consider the Hicksian demand equation for income 


D, = S,. + (Sin — Sis) + HL +g) . - (1) 
where D, is demand in period ¢, 8S is supply, H(1 +g) is the 
autonomous investment function, c and v are the propensity to 
consume and the accelerator respectively. Equation (1) is in 


1 R. Harrod, The Trade Cycle. 
2 J. R. Hicks, A Contribution to the Theory uf the Trade Cycle. 
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terms of supply of the previous period, since income in any one 
period is equal to supply in that period. Let us now also make 
the assumption that D, = S,_,, then 


S, = c8,_. + v(S,-. — Ss) + H(l +g)? . ~ (2) 


Equation (2) gives us supply in period ¢ as a function of the 
supply of period ¢ — 2 and t — 3. We shall now assume that we 
are On an upswing so that (2) is explosive. 

Now, supply does not only depend on the demand of previous 
periods but also on the imput of factors in the previous period. 
If capital intensity of production remains constant then maximum 
output in any one period ¢ is directly proportional to the stock 
of capital available in period ¢ — 1. 

We may thus write 

Pet Gens +. ce > & 
(where K = stock of capital). 

But the amount of capital K, available in period ¢ is equal 
to what was available in period t — 1 plus the additions made to 
it in period ¢. 

We thus have 


K, = K,_, + o(S-. — 8-3) + A(1 +g)" . (4) 


Let Ki, —_ BS,_, 
Substituting (4) in (3) we have 


S’, = a[BS,_. + o(S,3 —S,.) + A(1 +g) *] . (5) 


Equation (5) gives us the maximum that can be supplied in 
period ¢ without excess capacity. 
It is clear from equations (2) and (5) that S’, will only equal 
S, through time if at least some of the coefficients are variable. 
For (2) is explosive, therefore (5) must be explosive, but since 
(5) is lagged by one period more than (2) the solutions of the two 
equations cannot be the same.1_ Now the most obvious variable 
coefficient is «, which measures the inverse of the capital in- 
tensity of production. If « is the only variable coefficient it will 
have to increase through time. This implies that the capital 
intensity of production must diminish during the upswing. 
This result is intuitively clear. Given that there is no excess 
capacity and that supply lags behind demand by one period, 
1 Equations (2) and (5) are of the “‘ hump” type, and will therefore oscillate. 
There is, however, no reason why we should not assume the hump to be distributed 
(not shown in the equations) and therefore the oscillations to be damped. This 


is in fact done in the text. If this assumption cannot be made, « will also 
oscillate during the upswing. 
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any increase in demand 1aust initially be met by employing more 
of the readily variable factor: labour. Since demand is con- 
tinuously expanding the producers will always have to temporise 
by using more of the variable relatively to the (for the given 
period) fixed factor. 

If the prices of labour and capital remain constant the con- 
tinuous decline in capital intensity during the upswing will 
increase the share of wages. No doubt eventually the prices of 
both imputs will tend to rise, and since on the whole, increases 
in wages will also be reflected in higher prices of capital goods, 
it is reasonable to assume that the price of the latter will rise 
relatively to the price of labour. That will tend to slow down the 
increase in or reduce the share of wages. But this factor will 
only come into operation at a later stage in the expansion. 

During the downswing the accelerator is dropped out of the 
equation. But to analyse this situation we do not require the 
equations at all. For, by definition, excess capacity means that 
the ratio of money going to capital to that going to labour will 
increase. Hence, during the downswing we should expect the 
share of wages to diminish. Once again, as the slump continues 
along the Hicksian L line (a) wages will tend to fall and (b) excess 
capacity will tend to diminish. This will tend to raise the share 
of wages. But these factors only become operative in the later 
stages of the contraction. 


II 


We shall now consider the second of the two factors operating 
on the share of wages. 

Using equations (1) and (2) we may define the decumulation 
or accumulation of stocks A, as 


A, = D, — 8, 
= e(S,_. — Si2) + o(Si1 — Si-2) — v(S,-. — S)-s) 
+20 +07 TH +0-—). . . « @ 


But (S;_. — S;-2) = (Di. — D,-s) which in an expansion is 
exactly equal to the decumulation of stocks in period t — 2. 
We thus have 


A, = cA; + 0(Aro — Ay-s) + H(1 +9)" [(1+9)—1] (7) 


Now equation (7) is of exactly the same type as equation (2). 
Hence if (2) is explosive (7) is explosive. But (7) will explode 
at a faster rate than (2), for [(1+g)—1]>1. Hence the 
ratio of A, to S, will increase through time. This implies that 
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the revenue from stocks will increase relatively to the total 
output. Hence the share of wages in gross income will decline 
very rapidly during the expansion. But this is not all. It is 
inconceivable that firms have either sufficient stocks in the 
depression or are willing to loose them at an increasing rate to 
satisfy equation (7). Sooner or later whatever the shape of the 
cost or demand function prices will rise. It is, of course, difficult 
to incorporate price changes into the equations. But one thing 
is fairly clear: if the price rise is to reduce the drain of stocks, 
i.e., to slow down the rate of expansion, prices will have to rise 
relatively to money wages. For it is from wages that a large 
part of the demand is derived. There can thus be little doubt 
that real wages will fall during the expansion. This fall is both 
ensured by the rise in prices and by the old and well-established 
fact that wages lag behind prices. 

We may now bring the two strands of the argument together. 
Let us suppose that the rise in the share of wages due to the fall 
in capital intensity exceeded the fall in the share of wages due 
to the rise in prices. Then clearly the propensity to consume 
would be increased. In the following periods excess demand 
would be greater than ever! The drain of stocks would increase. 
To safeguard the diminishing stocks, prices will rise even further. 
In fact, will have to rise sufficiently to prevent the drain of 
stocks. Thus sooner or later the share of wages must diminish 
during the upswing. 

In the contraction the argument is not so clear. But here 
we need not rely on price changes to such a great extent. For 
the accumulation of stocks now constitutes part of net income. 
It follows at once from equations (7) and (2) (without the ac- 
celerator) that the share of profits in output must diminish. We 
may also expect some fall in prices. 

Eventually the excess capacity which tends to reduce the 
share of wages will disappear, and only the stock factor will be 
operative. At that stage it follows unambiguously that the share 
of wages must increase. 

It should be noted that the foregoing analysis is, of course, 
still a simplification. No two cycles are exactly alike, and many 
variables may change in the long run. But we believe that our 


theory does provide a basis for further study. 
F. H. Hann 
Birmingham University. 
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On THE DANGERS OF READING STATISTICS 


THERE has been a remarkable increase in the general use of 
statistics since before the war. Business men have grown 
accustomed to demand quantitative support for their decisions, 
and politicians have found that policies can usefully be embroidered 
with suitable facts. The supply of statisticians is responding to 
this in the conventional way. Salaries have risen, appointment 
boards are recommending study of the subject and undergraduates 
are hastening to acquire the necessary academic qualifications, 
probably unaware of the grave dangers involved in acquiring 
statistical techniques. 

The clue to the dangers, the clue which should never be over- 
looked, is that the statisticians’ employer, whether commercial or 
political, requires data presented in the way most favourable to a 
particular viewpoint. It is true that during his training, the 
statistician learns a usefully wide range of ways of presenting 
material. After initially being unable to select the most favour- 
able technique, and blundering along collecting useless correlation 
coefficients or finding that the wrong differences are significant, 
he learns to foresee at an early stage whether any technique will 
yield the right answer, an acquisition known as “ statistical flair.” 
The fully trained graduate can produce within a morning a 
statistical memorandum supporting or destroying any proposition, 
helping employer or trade union, compatible with “ Western ” or 
*“ Eastern’ propaganda. As a very elementary example, he will 
readily show that less coal is produced or exported than in 1938, 
ergo nationalisation is bad; or alternatively that there has been 
an upward trend in coal-mining productivity since vesting day, 
ergo nationalisation is good. 

But the very process of acquiring this dexterity may impair 
its utility. In the first place, there is in academic tuition some 
archaic discouragement of the practice of searching for the most 
favourable arrangement of data. The pupil may be taught that 
evidence hostile to one’s purpose must be accepted and even pain- 
fully assimilated.2 And the methodological emphasis will be on 
distinguishing professional technique from personal judgment. 
This hiatus is, of course, entirely antipathetic to the skilful inter- 
change of facts and assumptions, the fruitful interweaving of 


1 The next step is that ergo the Government should be opposed or supported 
at the General Election. 

2 A promising line of rejection of unacceptable information is, however, 
provided by Mr. Justice Streatfeild’s recent dictum: ‘“ Facts speak louder than 
statistics.” 
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technique and interpretation, which constitute the practical 
statistician’s métier. 

But in itself this is not a formidable danger. Such sterile 
formalism can be, and is, discarded as soon as the requirements 
of a career become evident. Far more harmful is the academic 
insistence on a distinction between association and causation, 
particularly between correlation and causation. The analysis 
of social and economic affairs, where direct effects of single causes 
are rarely visible, demands a mind receptive to causal inferences 
drawn from association. To support a political party or a “ school” 
of economic theorists involves continuous search for examples of 
association which imply the correct causal relation, generally 
examples of the operation of some single cause which is held to be 
at the root of all problems (e,g., meat-eating, controls, imperialism, 
under-consumption, infantile repression, soil erosion, Com- 
munism, etc., etc.).1 Statistical purism insists that measures of 
association, such as the extremely useful correlation coefficient * 
be treated as if they were in themselves no evidence of direct 
causation. Nor does the discipline of the subject stop at agnostic- 
ism as regards customary explanations in terms of single causes. 
The technique of multiple correlation positively encourages a 
search for more than one causal factor, which leads directly to a 
multi-dimensional outlook, probably to theoretical eclecticism. 
This scepticism deprives arguments in social studies of their 
simplicity, and hence of their force, and it leads to cautious, quali- 
fied argument, well condemned as “ academic.” 

Here is a flaw not so easily rectified by practice, for what is 
taught is essentially a pattern of thinking, which can easily 
become habitual and undermine the brisk self-confident dogmatism 
essential to personal progress. Worse than that, it encourages 
a heretical attitude towards accepted ideas which appear to the 
statistician to be based on over-facile interpretation of evidence, 
or on an inadequate search for further causal factors. Financial 
success will not be immediately and tacitly ascribed to virtue, 
nor political success necessarily to wisdom. Economic crises will 
not readily be ascribed to incorrect policy, nor prosperity treated 
as evidence of administrative ability. Even the actual con- 
struction of The Palace of the Soviets would not be thought in- 


1 A statistician might even boggle at deducing the political nature of an 
organisation from a pamphlet found in a waste paper basket, a formula for 
success in the Upper House. 

2 Useful because first in all practical cases some positive or negative cor- 
relation coefficient will be obtained, and secondly most uninformed opposition 
can be silenced by a show of coefficients. 

No. 239—voL. Lx. Ss 
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disputable proof of the superiority of the Soviet system; nor 
will the piles of crutches left at Lourdes be treated as conclusive 
evidence of objective healing powers. On all sides those trained 
as statisticians are brought up against the sacrosanct opinions of 
the day. Such education, so far from being a help in the con- 
temporary struggle for survival, is obviously a handicap in a 
world where success comes to those who choose their master 
correctly and serve him loyally. In most countries the statistician’s 
mental habits are in sensu stricto fatal. 

Such is the subtle menace of questioning the foundation of 
argument on association. But if an inflexible attitude to 
interpretation is dangerous, how much more of a liability is the 
questioning of evidence itself. The statistician is taught to 
search for comparability of categories and for exactness of defini- 
tion, whereas much more sweeping intellectual success can be 
obtained by identifying “ wage-earner”’ and “ trade unionist,” 
“ shareholder ” and “ entrepeneur,”’ “ civil servant ” and “ bureau- 
crat,” “ manager ”’ and “ capitalist.” 

He is also led to ask for considerable and unbiased evidence, 
which is so rarely available in practice that his facility of argument 
will be seriously checked. 

Most people are happy enough to draw conclusions on national 
or social characteristics from a sample of a few dozen, perhaps 
even from a sample of one. The wages of a docker, the profits of 
a monopolist, the beer-drinking of a pauper, if they happen to be 
known to oneself, can form the basis of substantial social theories. 
Indeed, the habit of ready generalisation is universally accepted. 
Nobody will call in question a judgment of a restaurant from one 
meal, an individual from one sentence or even gesture, a com- 
modity from one item. To deny the right to such fluent mental 
classification would be to limit gravely for many people the range 
of subjects on which conversation or writing is possible. Sampling 
theory is in this way a grave handicap in personal life, but it is a 
drawback even in the practical application of sampling itself. 
The theoretical statistician may consider public-opinion polls 
virtually useless if the number questioned, the number of refusals 
and the methods of selection are not stated, and he may similarly 
throw grave doubt on market-research technique. Even if he 
is satisfied on these scores, he may insist on the ossibility that 
an observed difference, which would be useful and corroborative 


1 Naturally those who take polls have a far greater interest in minimising cost 
(by limiting sample size and simplifying selection) than in the abstruse merits, 
financially imponderable, of minimising standard errors. 
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evidence, may be due to chance. Thus statistical training tends 
to disqualify the student from practising in two of the main fields 
of statistical inquiry and even from using results produced in these 
fields. Lastly, there is the timid emphasis on examining the 
purity of the source of information. The common practice is to 
base opinion of a nation, or nowadays a political system, on 
reported gestures of friendship or acts of atrocity, irrespective of 
the source of these reports, or the motives of those who give 
publicity to them. To find difficulty in such circumstances is 
not merely to lose the power of selection for the sake of argument : 
it means an extravagant waste of useful material, and it is tanta- 
mount in disturbed times to self-imposed isolation. 

Statistical discipline is thus a dangerous anachronism. Sup- 
port or opposition to the opinions of others, even academic 
theorising, comes much more easily if this type of training is 
avoided. The induced attitudes are superficially attractive 
enough to become firmly implanted in the mental habits of many 
who study the subject. One may argue that a statistician’s job 
cannot be held without training as a statistician. But that is 
quite untrue. All the important “ statistical’’ jobs, affecting 
commercial and political policy, involve merely problems of 
collection, tabulation and simple interpretation of data. These 
processes can technically be performed by anyone with reasonable 
mental powers, some feeling for quantities and an arithmetical 
training. 

At the most one requires to know such things as the practical 
advantages (in bringing out desired characteristics) of logarithmic 
as against natural scale diagrams, the circumstances in which a 
median will be higher than a mean, which type of seasonal index 
is the most sensitive, how different elementary curve types behave 
in extrapolation, and how to construct index numbers which are 
to move in a required way. It may be argued that more advanced 
techniques permit an impressive decoration of statistical reports, 
but even this is at the cost of simplicity and thus force of pre- 
sentation. A rather more substantial reason for reading the 
subject is that generally the trained statistician can give a more 
realistic impersonation of the disinterested seeker for knowledge 
than the untrained. But this objectivity is a trick that can be 
acquired without burdening oneself with the rest of the academic 
apparatus ; and to hold the sensitive balance between objectivity 
and innuendo is beyond the powers of the normal undergraduate. 
Better, on the whole, to write reports at the usual level of factual 
corroboration and unsophisticated ‘‘ objectivity” than to risk 
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losing the simple clarity essential to a successful career. For 

these reasons many undergraduates are ill-advised, whether or not 

they desire statistical appointments, to read statistics. 
DuDLEY SEERS 








The Queen’s College, 
Oxford. 








THE DE-STABILISING EFFECT OF INTERNATIONAL COMMODITY 
AGREEMENTS ON THE PRICES OF PRIMARY PRODUCTS } 





THE stated objectives of the International Wheat Agreement 
signed in Washington on March 23, 1949, and renewed this year, 
are ‘‘to assure supplies of wheat to importing countries and 
markets for wheat to exporting countries at equitable and stable 
prices.” These objectives are to be secured by an agreement 
between the major importing and exporting countries fixing a 
maximum quantity of wheat which the importing countries may 
be required to buy (in respective quantities corresponding to their 
“ guaranteed purchases’) from the exporting countries at an 
agreed minimum price and which the exporting countries may 
be required to sell (in respective quantities corresponding to 
their “‘ guaranteed sales’) to the importing countries at an 
agreed maximum price. 

In view of the importance of wheat as an internationally 
traded primary product, and of the possible extension of this 
type of agreement to other primary products, it is of some im- 
portance to realise that, in the absence of other national or 
international intervention, an agreement which fixes maximum 
and minimum prices for a part only of the total volume of a 
commodity traded is likely to give rise to more violent fluctuations 
of prices than would otherwise occur. Consequently, the advan- 
tages of guaranteed maximum buying prices or minimum selling 
prices on that part of the transactions covered by the agreement 
will to a greater or lesser extent be offset by higher buying prices 
or lower selling prices on those transactions which fall outside the 
agreement. 

The reason for this is that the fixed maximum and minimum 
prices partially shield the consuming countries, to an extent 
depending on the quantity of the commodity stipulated in the 













































1 This problem was suggested to the writer by Mr. J. O. N. Perkins, of St. 


Catherine’s College, Cambridge. 
2 International Wheat Agreement (London: His Majesty’s Stationery Office. 


Cmd. 7819, 1949), Part I, Article I. 
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agreement, from the effects of a higher price in choking off demand, 
or of a lower price in stimulating demand. At a price above the 
maximum, the consuming countries in effect receive a subsidy 
on their guaranteed purchases; their real income is therefore 
greater than it would be if they had to pay the market price for 
the whole of the quantity bought, and this will tend to induce 
them to demand a greater quantity at any price above the agreed 
maximum than they would if that price applied to the whole of 
the quantity purchased. Similarly, at a price below the minimum, 
the consuming countries in effect are paying a tax on their 
guaranteed purchases; their real income will accordingly be less 
than it would be if they could obtain the whole of their supplies 
at the market price, and this will tend to reduce their demand for 
the commodity at any price below the agreed minimum to less 
than it would be if the same price applied to all transactions. In 
more technical terms, the effect of guaranteed maximum and 
minimum prices for a portion of the transactions is to eliminate 
part of the income-effect of a change in price and therefore to 
make demand less elastic, at prices outside the maximum-— 
minimum range, than it would otherwise be. The extent of this 
effect will be greater the greater the income-elasticity of demand 
of the consuming countries, the greater the share of expenditure 
on this commodity in their total expenditure and the greater the 
proportion of international trade in the commodity covered by the 
agreement.? 

The effect of the agreement on the demand for the commodity 
is represented diagrammatically in Fig. 1. DD represents the 
demand curve as it would be in the absence of an agreement. OA 
represents the guaranteed purchases (sales) under the agreement, 
OP, the guaranteed minimum price and OP, the guaranteed 
maximum price ; ON and OW are the total amounts that would be 
demanded at these two prices. D’D’ represents the demand 
curve when the agreement is in operation : it coincides with DD 
between the prices OP, and OP, (when the guaranteed prices 
would be inoperative), but lies outside DD at prices above OP, 

11t is assumed that an agreement of this type cannot apply to the whole trade 
in a commodity ; it could do so only if it were coupled with some sort of buffer- 
stock scheme. 

It should be noted also that the argument assumes a positive income-elasticity 
of demand. If the income-elasticity of demand were negative, the commodity 
being an inferior good, the demand curve would become more elastic outside the 
maximum-—minimum price range, and an agreement of this kind would have the 
effect of increasing the stability of prices. However, primary products are 


unlikely to be “ inferior ” goods over short periods, though the income-elasticity 
of demand for them may be negligibly low. 
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and inside DD at prices below OP,, for the reasons already 
discussed. 
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From the diagram, it is obvious that if the total amount 
supplied falls short of OM (the quantity at which price would 
rise to the maximum set by the agreement for the guaranteed 
sales), the price at which the quantity not covered by the agree- 
ment will be sold will be higher than the price which would have 
cleared the total supply if there had been no agreement. 
Similarly, if the total amount supplied exceeds ON (the quantity 
at which price would fall to the minimum set by the agreement for 
the guaranteed purchases), the price at which the quantity not 
covered by the agreement will be sold will be lower than it would 
be in the absence of an agreement. Consequently, unless quantity 
variations remain within the limits OM-ON and price variations 
within the limits OP,-OP,, in which case the agreement will 
have no effect on the market anyway, the effect of the agreement 
will be to increase fluctuations in prices. 

This argument, however, deals only with the demand side of 
the situation; it may be that the agreement will have opposite 
effects on the supply side which will tend to offset the effects of 
less elastic demand in increasing fluctuations in prices. This 
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would be the case if the effects of the guaranteed prices in reducing 
suppliers’ incomes when the market price exceeds the agreed 
maximum and increasing them when the market price falls below 
the agreed minimum led suppliers to increase supplies in the one 
case and reduce them in the other, beyond what they would 
otherwise be, by consuming less or more of the commodity 
themselves. But such effects are unlikely to be great enough 
to offset the effects on the demand side since primary producers do 
not, in general, spend a very large proportion of their incomes on 
their own output. 

In general, therefore, it would seem that an agreement of the 
International Wheat Agreement type would tend to make fluctu- 
ations in price more violent than they would otherwise be. Such 
an increase in price instability would run counter to the purposes 
of the agreement in two ways. On the one hand, the higher or 
lower prices for purchases or sales falling outside the agreement 
would partially nullify the advantages of guaranteed purchases 
or sales to the participating countries; on the other hand, the 
greater violence of price fluctuations would make it more difficult 
to forecast and plan for future trends in production or con- 
sumption, or even to agree on “ reasonable’? maximum or 
minimum prices for future years. Consequently, an international 
buffer stock scheme, which would avoid these difficulties, would 


seem to be an altogether more promising form of international 
commodity agreement.” 


Harry G. JOHNSON 
King’s College, 
Cambridge. 


THE Use oF Home RESOURCES TO SAVE IMPORTS: 
A CoMMENT 


1. AccorprineG to the interesting note by Professor Robinson 
and Mr. Marris in the Economic JourNAL for.March 1950, if the 
elasticity of demand for British exports were, say, 2-3, British 
agriculture should be encouraged to the point where the last £100 


1 The effects of the agreement on speculative activity, including the carrying 
of speculative stocks by the producers themselves, are neglected throughout this 
discussion. It is unlikely that agreements of this kind will have any influence on 
speculation, except possibly by increasing the magnitude of price variations and 
so reducing the type of stabilisation which stabilises prices. 

2 For a discussion of buffer stock schemes, see R. F. Harrod, Towards a 
Dynamic Economics (London: Macmillan & Co., 1948), pp. 122-8, and the 
excellent article by Mr. R. 8. Porter on “ Buffer Stocks and Economic Stability ” 
(Oxford Economic Papers, New Series, Vol. 2, No. 1, January 1950, pp. 95-118.) 
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worth of food produced (at foreign prices) cost £160 in home re- 
sources, not including farmers’ profits. This would involve pro- 
tection, in one form or another, equivalent to a tariff on food 
imports exceeding 60° and perhaps as high as 100% ad valorem. 
If, as the writers appear to suspect, the elasticity of demand for our 
exports is lower, the protection would have to be correspondingly 
greater. The authors fully recognise that some of their assumptions 
need further examination, and their conclusion seems to require 
qualification in at least one important respect : it takes no account 
of the effect of British protection on other countries’ import 
policies. 

2. The main basis of the writers’ argument is the fact that 
elasticity of demand for exports is not infinite; this monopolistic 
position must be exploited, remembering that the marginal 
revenue from exports is less than their price. If the necessary 
restriction of trade is effected wholly by taxing imports, it is 
possible to construct formule for the “optimum” tariff on 
various assumptions. A very simple one will suffice for this 
brief note. Ignoring certain complications raised in the writers’ 
example (higher productivity in industry than in agriculture, 
imports of raw materials required to make exports, the fact that 
the writers take a 20°% rather than a very small change in exports), 
and neglecting, with the writers, the effects of factors other than 
elasticity of demand for exports (e), the appropriate tariff will be 

100 
e—l 
equal to 1}, 2 or 2}, the optimum tariff would be as high as 200%, 


% ad valorem. Thus, with elasticity of demand for exports 


1 A uniform tariff is assumed, perfect competition or equally imperfect 
competition in all industries and equilibrium in the balance of payments. Let 
the price of imports (excluding duty) be P, and the tariff 100¢%. The resources 
set free by a reduction of one unit in import-type production (worth P(l + ¢) 
at home) can make additional exports of equal value. But, using the ordinary 
formula relating marginal revenue to price, these will earn additional foreign 


exchange, and thus buy additional imports, worth only P(1 + (1 - =). ex- 
cluding duty. If the tariff is ‘‘ optimum,” the quantity of extra imports must 


equal the quantity of import-type production foregone, i.e., (1 + (1 -- r) =], 


whence ¢ = —\ (A slight extension of this argument gives easily the formula 


of Mr. Kahn in the Review of Economic Studies, Vol. XV (1), No. 37, which allows 
also for a less than infinite elasticity of supply of imports.) Assuming that 
imports of raw materials, free of duty, must be increased by a fraction i of the 
additional volume of exports, the optimum tariff on other types of imports 
would be maya (This case raises a number of special problems that 
cannot be discussed here.) 
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100% or 663%. 
higher figures. 

3. Now, statistical investigations have suggested a low 
elasticity of demand for the exports of many countries besides 
Britain. If, therefore, all countries were to use the type of criterion 
and calculation suggested by Professor Robinson and Mr. Marris in 
determining the protection to be given, not only to their agriculture 
but also to their industries (which compete with British exports), we 
should have a world of extremely high protection in which every 
country, including the United Kingdom, would almost certainly be 
worse off than in a world of lower trade barriers all round.’ It 
can hardly be in Britain’s interest to encourage such a world by her 
example, or to force other countries into such extreme protection. 

4. A more liberal British policy may automatically reduce the 
barriers which it pays other countries to maintain, and—perhaps 
much more importart—it can also be used to obtain reciprocal 
concessions in bilateral or multilateral agreements. In so far as 
British policy affects that of other countries in these ways, it will 
therefore pay us to give less protection, perhaps much less pro- 
tection, to our agriculture (and to other forms of production) 
than would be suggested by calculations of the type used by Pro- 
fessor Robinson and Mr. Marris. If long-term elasticities of 
demand for exports can be shown to be greater than the magni- 
tudes reached in recent calculations, which seem to refer to 
relatively short periods and on which some doubt has been cast,? 
the optimum level of protection will, of course, be still further 
reduced. 


Certain more complicated formule give even 


G. D. A. MacDovucaLh 
Wadham College, 


Oxford. 





OFFICIAL PAPERS 


PROBLEMS OF UNDER-DEVELOPED COUNTRIES 


THE economic publications of the United Nations Secretariat 
so far have fallen under two heads : specialised studies of particular 
problems and general reports on the economic situation. Of 
these, the latter have, naturally, had a wider public, which is, 
however, unfortunate, since the two World Economic Reports so 


1 Cf. Mr. Scitovsky’s well-known article in the Review of Economic Studies, 
Vol. IX, No. 2. ; 

2 See, for example, G. H. Orcutt, ‘‘ Measurement of price elasticities in 
international trade,”’ Review of Economic Statistics, May 1950. 
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far produced show signs of having been somewhat hurriedly 
assembled, while the more specialised studies, though also pro- 
duced, no doubt, in an atmosphere of something less than academic 
calm, are distinctly more satisfying. 

While the studies under review ! differ widely in form, they both 
belong to the class of specialised studies. The work on relative 
prices arises out of difficulties on account of post-war price- 
relationships complained of by some under-developed countries. 
Its findings are exceedingly interesting, and a little surprising. 
The common notion of what has happened to terms of trade since 
1938 is derived from the experience of the United States and the 
United Kingdom; it amounts to a belief that manufactures have 
risen in price markedly less than primary products, and would 
naturally lead most people to conclude that under-developed 
countries, exporting primary products and importing manu- 
factures, have done rather well. This simple picture, however, 
must be modified in three main respects : in the first place, among 
manufactures, consumers’ goods (especially textiles) have risen 
in price very much more than capital goods; secondly, price- 
increases among primary products differ very widely, foodstuffs 
and textile materials having, in general, risen more than raw 
materials; thirdly, many under-developed countries are fairly 
heavily dependent on imports of certain primary commodities 
(especially foodstuffs). 

Since under-developed countries often depend on only a very 
narrow range of exports, their fortunes vary greatly. Grenada 
and the Gold Coast, for instance, rely mainly on cocoa, the price of 
which rose more than 500°% between 1938 and 1947; Cuba, 
Martinique and Puerto Rico mainly on sugar, the price of which 
rose only 80°, (much less than the prices of their imports). It is 
also the case that the year-to-year movements of some of the 
commodity prices have been very abrupt, a fact responsible for 
certain apparent anomalies in the study. The reader may well 
wonder how it is possible for the Gold Coast’s terms of trade to 
have worsened in view of the phenomenal rise in cocoa prices, until 
he discovers that the statement to the effect (Table 19, p. 55) is 
based on prices of 1946, before the great rise of cocoa; the diffi- 
culty is increased by the fact that the Gold Coast data relating to 


1 Relative Prices of Exports and Imports of Under-developed Countries. (Lake 
Success: United Nations. (London: H.M. Stationery Office), 1949. Pp. 156. 
7s. 6d.) 

Methods of Financing Economic Development in Under-developed Countries. 
(Lake Success: United Nations. (London: H.M. Stationery Office), 1949. 
Pp. 163. 9s.) 
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diamonds, rubber and kola nuts are misprinted in the last two 
columns of the table on p. 152. 

An interesting analysis is made also from the trade statistics of 
certain industrial countries. The United Kingdom’s terms of 
trade, for instance, are shown to have worsened much more in 
1947 (as compared with 1938) with a group of under-developed 
countries (excluding United Kingdom colonies) than with the 
United States or South Africa, while with Canada they had not 
changed, and with Australia had actually improved. The terms 
of trade of France and Switzerland in this period seem to have 
worsened also in so far as they imported primary products and 
exported capital goods, but the overall terms of trade improved in 
both cases, owing largely to the considerable importance of textile 
exports (and, for Switzerland, of watches); also (especially in the 
case of France) to the fact that a considerable proportion of imports 
consisted of manufactures. 

This is a useful and workmanlike study, in which the detailed 
developments of recent years, such as those mentioned above, 
have been adequately related to both the historical trend and the 
general economic position of the under-developed countries. 

The study of methods of financing economic development in 
under-developed countries is essentially a collection of memoranda 
on the subject by the various Specialised Agencies, the Sub- 
Commission on Economic Development, and the International 
Chamber of Commerce, with excerpts from the Report of the 
Economic and Employment Commission and with two intro- 
ductory chapters in which some attempt is made to summarise 
them. The resulting summary is, necessarily, of a very general 
nature, while most of the memoranda represent somewhat 
specialised views or platitudes in various keys, which render them 
more interesting (presumably) to the sociologist than to the 
economist. The memorandum by the Food and Agriculture 
Organisation, on the other hand, makes a heroic attempt to quan- 
tify the problem of economic development in under-developed 
countries, and if this involves a considerable number of unstated 
or arbitrary assumptions, it has nevertheless the immense virtue 
of making a challenging beginning to the serious study of the 
matter on lines which have some chance of proving fruitful. 
This, at all events, renders the book a useful example of what the 
economist can contribute to economic statesmanship. 


A. J. Brown 
University of Leeds. 
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An APPROACH TO ECONOMIC DEVELOPMENT IN THE 
MippteE East ! 


The United Nations Economic Survey Mission for the Middle 
East, which was established by the United Nations Conciliation 
Commission for Palestine, was headed by Gordon R. Clapp, 
Chairman of the Board of Directors of the U.S. Tennessee Valley 
Authority; and Sir Desmond Morton was one of its Deputy 
Chairmen. The Interim Report of the Mission, which is 
reproduced in Part I of the Final Report, dealt with the problem 
of Palestine refugees and formed a basis for action by the General 
Assembly of the United Nations. The Final Report itself does 
not deal directly with the problem of the refugees, but it is pointed 
out that a solution of this problem is inseparable from a solution of 
the problem of poverty and hunger affecting a large section of the 
population of the Middle East. A short chapter is devoted to the 
present obstacles to economic development in the Middle East. 
Then we come to the main recommendations, which are based on 
a selection, from the projects included in the plans of the individual 
countries, of four ‘‘ pilot demonstration projects ’—one each in 


Jordan, Arab Palestine, Lebanon and Syria. These fall largely 
in the fields of irrigation and hydro-electric development. The 
hope is expressed that these “ pilot projects skilfully spot- 


lighted by the national Government, could be the beginning of 
the dynamic process which brings hundreds and finally thousands 
of small reforms and changes of benefit to peoples and their 
Governments.” National development boards are advocated. 
The Mission urge that a sum not exceeding $10 million for the 
promotion of research activity in the Middle East be made 
available by the members of the United Nations (which as a body 
has no fund available for this purpose). 

The bulk of the first volume, Part I of the Final Report, 
consists of appendices devoted to a financial survey of the Middle 
East, to the requirements of research and of technical survey, 
to some of the more important existing development projects, and 
to a slightly more detailed discussion of the Mission’s four pilot 
projects. 

Part II constitutes a technical supplement, based largely on 
the work of a number of consultants. It deals with agriculture in 
relation to the economic development of the Middle East; 
contains an engineering report on Middle-East long-term develop- 


1 Final Report of the United Nations Economic Survey Mission for the Middle 
East. United Nations (H.M. Stationery Office, 1950. 11’. Part I, pp. viii + 
103, 7s. 6d. Part II, pp. vi + 74, 6s.) 
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ment projects; and provides details of some potential work 
relief projects, of a short-term nature, for Palestinian Arab 
refugees. 
R. F. Kaun 
King’s College, 
Cambridge. 


CURRENT TOPICS 


Tue Annual Meeting of the Royal Economic Society was held 
at the London School of Economics on Thursday, July 6, 1950. 
Professor Sir Hubert Henderson was elected President of the 
Society. Professor D. H. Robertson, the retiring President, was 
elected Vice-President. Mr. R. L. Hall was elected Honorary 
Secretary in succession to the late Dr. L. L. Price, who had 
served in that capacity from the foundation of the Society. 
Professor A. J. Brown, Professor H. J. Habakkuk, Professor 
H. Hamilton, Mr. F. E. Harmer, Mr. G. D. A. MacDougall and 
Proiessor R. 8. Sayers were elected to fill vacancies on the Council. 
After the formal business, there was a discussion, introduced by 
Mr. H. P. Barker and Mr. R. F. Kahn, on the question “‘ How far 
is a Substantial Home Trade a necessary condition of an efficient 
and competitive Export Trade?” A large number of Fellows 
subsequently joined in the discussion. 





The Secretary reported on the membership and finances of the 
Society as follows : 





1949 1948 





New Fellows and Library Members | 
elected . 674 
Fellows lost by death, resignation, 
or default . 429 
Number of Fellows and Library 
Members on Dec. 3lst i 5,294 
Total —e included in 
above total . 1,979 
Surplus of Income over Expendi- 
ture, together with receipts from 
Compounders : . ‘ y 3,056 























We congratulate Mr. R. F. Harrod, Joint-Editor of this 
JOURNAL, on receiving the honour of a Doctorate, Honoris 
Causa, in the Faculty of Law of the University of Poitiers. 
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Houblon-Norman Fund. The Trustees of the Houblon- 


Norman Fund, on the recommendation of the Advisory Committee, 
have made the following awards for 1950-51 : 


Fellowships. 


Miss L. M. Brown, Lecturer, Somerville 
College, Oxford, 1947-50. 

E. T. Nevin, Assistant Lecturer, Uni- 
versity College of Wales, Aberyst- 
wyth. 

W. Woodruff, Lecturer, University of 
Nottingham. 


Research Grants. 


G. H. Copeman, Research Student, 
London School of Economics. 

J. S. Fforde, Christ Church, Oxford, 
Student of Nuffield College. 

Professor P. Ford, University College, 
Southampton (Additional Grant). 

W. C. E. Hartley, Bank Official (re- 
newal). 

J. Lanner, Lecturer, University College, 
Cardiff. 

W. T. Newlyn, Lecturer, University of 
Leeds. 

L. 8S. Pressnell, Assistant Lecturer, 
University College, Exeter. 

J. A. P. Treasure, Research Student, 
University of Cambridge (renewal). 
B. Walkden, Head of the Department 
of Commerce, Mining and Technical 

College, Barnsley. 


English Commercial Relations in the 
1830s. 

The Mechanism of Cheap Money since 
1932. 


History of the Rubber Manufacturing 
Industry. 


The Direction of Joint Stock Com- 
panies. 

The Federal Reserve System, 1945- 
49. 

Small Ports in the U.K. 


History of Banks and Bankers in 
Yorkshire. 
Banking in Post-war Germany. 


Currency and Banking in the African 
Colonies. 

Country Banking, 1780-1845. 

British Export Trade, 1939-49. 


Uniform Cost Accounting in Relation 
to Price Control. 


An offer of awards for 1951-52 will be made early in 1951. 
Further information may be obtained from the Secretary, 
Houblon-Norman Fund, c/o The Bank of England, London, E.C.2 





RECENT PERIODICALS AND NEW BCOKS 


Journal of the Royal Statistical Society. 


Vou. CXIT, Part IV, 1949. Variations in Working Class Family Ex- 
penditure : J. L. Nicuotson. International Rubber Statistics : W.G.G. 
KeELLETT. A Few Statistics on the Length of English Words : Str WILLIAM 
P. Experton. The Distribution of Wars in Time: J. E. Moyat. 
Wholesale Prices in 1948: Epitor OF THE Statist. Annual Report 
of the Council. Proceedings of the One Hundred and Fifteenth Annual 
General Meeting. 

Vou. CXITT, Part I, 1950. The Use of Statistics in Business: Str Gror- 
FREY Hrywortn. The U.K. Mercantile Marine and its Contribution to 
the Balance of Payments: M. G. Kenpatni. United Kingdom Labour 
Statistics : R. B. AtINswortH. Statistics of the Cotton Industry: A. C. 
Witp. Household Expenditure on Food in Holland: G. Sruvet and 
S. F. James. 

Economica. 

NovEMBER 1949. A Possible Intra-European Payments Scheme: R. F. 
Kaun. A Geometrical Representation of Balance of Payments Policy : 
J. E. Meape. Investment in a Monetary Economy: J. 8S. G. Witson. 
Three Notes on ‘*‘ Expectations in Economics”: R. Turvey, J. DE V. 
GRAAFF and W. J. Baumon, G. L. 8. SHackie. Capital Exports, and 
Investment in Building in Britain and the U.S.A. 1856-1914: KE. W. 
Cooney. Vhe Rubber Industry: F. Bennam. A Note on the Interpreta- 
tion of Index Numbers: I. M. D. Lirrie. 

Frsruary 1950. Production and Price Policy in Public Enterprise: M. 
Fueminc. The Price Policy of Co-operative Societics: B. 8S. YAMeEy. 
The Decline of Ricardian Economics in England: R. L. Mrex. The 
Analogy between Producer and Consumer Equilibrium Analysis: H. 
MaKkowekr and W. J. Baumot. Mr. Harrod on Hump Saving: J. pEV. 
GraaFF. T'wo Reports on Population : E. GREBENIK. 

May 1950. The Statistical Approach: M. G. Kenpauy. Distribution of 
Incomes in the United Kingdom in 1938 and 1947: E. C. Ruopgs. 
Revealed Preference and the Utility Function: H S. Houruaxker. 
Recent German Contributions to Economics: A. T. Peacock. National 
Income, Exchange Rates and the Balance of Trade: K. M. Savosnick. 
United Kingdom Public Expenditure by Votes of Supply, 1793-1817 : 
W.M.SrerN. Over-Employment: A. C. Picow. 


‘ The Economic History Review. 

Seconp Sertirs, Vou. II, No. 2, 1949. Peasant Movements in England 
before 1381: R. H. Hinton. London Capitalists and the Decline of 
Southampton in the early Tudor Period: A. Ruppock. Treasure and 
Trade Balances: the Mercantile Problem: CHARLES Witson. The 
Growth of Industrial Production in Great Britain : a quantitative study : 
W. Horrmann. The Trends in Italian Economic History in the later 
Middle Ages: C. M. Crpotia. Further Light on the Invention of the 
Process for Smelting Iron Ore with Coke: W. H. CHatoner. The 
History of the Newport and Caerleon Savings Bank (1830-1888): T. M. 
Hopces. Recent French Writings in the Social and Economic History of 
Modern France: P. LEUILLIOT. 


The Political Quarterly. 


Vou. XXI, No. 2, Aprir—June 1950. Special Number—Nationalised 
Industries. The General Election: P. G. RicHarps. Organisation of 
the Nationalised Industries: D. N. Cuester. The Governing Board of 
the Public Corporation: W.A. Rosson. Ministerial Control and Parlia- 
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mentary Responsibility of Nationalised Industries: E. Davies. Labour 
and Staff Problems under Nationalisation: G. D. H. Cote. The Voice 
of the Consumer : J. A.G. GrirritH. The Price Poiicy of Public Corpora- 
tions: W. A. Lewis. Efficiency under Nationalisation and its Measure- 
ment: P. SARGANT FLORENCE and G. WALKER. The Crux of National- 
isation : Str ARTHUR SALTER. 


The Manchester School of Economic and Social Studies. 


Vou. XVIII, No. 2, May 1950. The Role of Science in the British Economy : 
R.L. Meter. The DollarGap : K.Martin. Consumers’ Representation 
in the Public Sector of Industry: A.M.pE Nruman. Scottish Industries 
during the Inter-war Period : C.E.V.Leser. The Demand for Potatoes : 
K. 8. Lomax. 

International Affairs. 


Vout. XXVI, No. 2, Apri 1950. The Dollar—Sterling Problem: Roy 
Harrop. The International Trade Union Movement: A. DEAKIN. 
The Recovery of German Exports: J. F. Canuan. Greece: relapse or 
recovery ?: G. CHANDLER. Food and Farming in Germany. II. Farm- 
ing and Land Reform: W. Kuatt. Tito and the Cominform: E. 
CranksHaw. A Polish Challenge: G. F. Hupson. 


The British Journal of Sociology. 


Vou. I, No. 2, Jung 1950. Social Class of Cambridge Alumni: HESTER 
Jenkins and D. Carapoc Jones. Problems and Orientations of Re- 
search in Race Relations: L. Wirtu. Social Structure and the Ruling 
Class, II: R. Aron. Some Demographic Aspects of White Supremacy 
in South Africa: L. Kuper. The Trend of National Intelligence : 
Sir Cyrit Burt. 

The Sociological Review. 


Vou. XLII, Section 3, 1950. The Theory of the Social Threshold: T. T. 
PATERSON. 

Vou. XLII, Section 4, 1950. Depopulation and Rural Social Structure : 
G. D. MrrcH ett. 

Vou. XLII, Section 5, 1950. Kierkegaard on Capitalism : W. Starx. 


The Eugenics Review. 


Vout, 42, No. 2, Jury 1950. The Quality of the Rural Population : BARBARA 
S. Bosanquet. Welfare and Population: E. W. Barnes. 


Bulletin of the Oxford University Institute of Statistics. 


Vou. 12, No. 3. American Tourist Expenditure and the European Balance 
of Payments: KaTHLEEN M. Lonemore. The National Income in 
1949: D. Srerers. Working Class Household Expenditure in 1948: 
T. Scuurz. 

Vou. 12, No. 4. Food Expenditure and Nutrition in 1948: T. Scuutz. 
Elasticity of Demand for U.K. Imports: F. G. THackreray. Corporate 
Taxation and Depreciation: P. WILEs. 


London and Cambridge Economic Service. 


Vou. XXVIII, Buttetin I, Fespruary 1950. The Economic Position. 
The United States Tariff: A. R. Prest and A. D. Roy. The Perform- 
ance and Prospects of British Agriculture: J. R. RaEBuRN. Prospects 
for Interest Rates: F. W. Patsu. Wage Rates: A. L. Bowxiry. In- 
dustrial Production: A. A. Apams. Index of Industrial Production. 
(Table). Building and Civil Engineering : I. Bowen. Home Finance : 
F. W. Paisx. International Finance: G. 8S. Dorrance. World 
Commodity Survey: C. F. Carter. The Second Half of 1949 in the 
U.S.A.: M. W. RepER 

Vou. XXVIII, Bututetin IT, May 1950. The Economic Position. British 
Economic Policy, 1945-50: E. A. G. Rosinson. Building and Civil 
Engineering in 1949 and 1950: I. Bowen. International Finance : 
G. 8S. DoRRANCE. 





1950] RECENT PERIODICALS AND NEW BOOKS 639 


Yorkshire Bulletin of Economic and Secial Research. 

Vot. 2, No. 1, January 1950. Hachange Rate Adjustments : J.C. GILBERT. 
The Elasticity of Substitution between Sources of British Imports, 1921- 
1938: Z. Kupsinsxkt. A Survey of Consumer Expenditure: Joyce 
BELLAMY and [an BowEn. 

The Banker. 


May 1950. Inquest on the Budget. Who Holds Sterling Balances ? Towards 
Dollar Solvency. 

JuNE 1950. Full Circle in Gilt-edged. Britain’s Retreat from Bilateralism. 
American Monetary Policy: E. V. Morcan. 

Juty 1950. Freedom to Inflate. The Planned Neglect of Capital: G. 
Hutron. American Monetary Policy, II: E. V. Morcan. British 
Industry and the Schuman Plan. Ireland : an economic survey. 


The Bankers’ Magazine. 

May 1950. Money and Banking in the Twentieth Century : D. R. Marsx. 
The Efficient Organisation of Branch Banks : R. H1nDue. 

June 1950. Five Years After. End of the War over the Ruhr: M. J. 
Bonn. 

Jury 1950. Money and Banking in the Twentieth Century. The Bridge 
House Papers: H. BLunpEtyt. The Life of a Junior Bank Clerk 40 
Years Ago. 

Barclays Bank Review. 


May 1950. Has Britain Paid Her Way ? 


District Bank Review. 

JuNE 1950. A Stable and Expanding World Economy: G. D. N. Wors- 
wick. The Economic Integration of Europe. The Housing Shortage 
and its Vicious Circles. 

Lloyds Bank Review. 

Aprit 1950. The Economics of Rent Restriction: F. W. PaisH. Wages 
in Full Employment: 8. R. DENNison. British Industrial Production : 
FE. DEvons. 

Juty 1950. Towards the Atlantic Community: L. Rossins. The Dollar 
Siege : Honor CROOME. 


Midland Bank Review. 
May 1950. A Survey of Monetary Affairs. 


National Provincial Bank. 


May 1950. The General Election of 1950: R.B.McCatium. Government 
and Industry : H. G. HoppEr. 


The Three Banks Review. 


Marcu 1950. Labour Mobility, Migration Policy and the Standard of 
Living: Brintey THomas. The Approach to International Commodity 
Problems: D. J. Moraan. The Darien Company. 

JUNE 1950. The Problem of Sterling Convertibility: KR. F. Harrop. 
The Presentation of the National Accounts: H. A. BENson. Letters from 
a Young Lady. 

Westminster Bank Feview. 


May 1950. The Changing Aims of Fiscal Policy: W. M. ScAMMELL. 
Margins of Safety. The Telephone Service. Mobility of Labour. The 
Livestock and Beef Industries. 

Planning. 

Vou. XVI, No. 312. A New Policy for Housing Subsidies. 

Vor. XVI, No. 313. Sample Surveys. Part I. 

Vout. XVI, No. 314. Sample Surveys. Part II. 

Vout. XVI, No. 315. South Asia. 

No. 239—voL. Lx. 





640 THE ECONOMIC JOURNAL [SEPT- 


Town and Country Planning. 


Vou. XVIII, No. 72, Aprit 1950. Outline Plan for Kent: Str Eric Mac- 
FapyEn. Welwyn: plan for completion: A. P. Davis. Dispersal and 
Local Finance: A.L. Woop. The Plan for Warwick : C. B. PARKEs. 

Vou. XVIII, No. 73, May 1950. The Claim of Amenity : C. WILLIaMs- 
Exuts. School Requirements in Planning: The Tay Valley Plan: P.W. 
MacFartane. Planning and its Critics: F. J. Osporn. Bucks Plan 
Reviewed: B. J. Cours. 

Vout. XVIII, No. 74, June 1950. The Gold Coast begins to Plan: C. 
DumptetTon. Progress with the City Plan: H. A. Mgatanp. National 
Parks: (1) Snowdonia: P. Laws. Lancashire’s Preliminary Plan: 
Str G. PEPLer. 

Progress. 

Sprinec 1950. The Meaning of Research to American Industry : R. STEVENS. 
The Importance of Business History: CHARLES WILSON. Outlook for 
Israel: A. HinpESHEIMER. Joseph Crosfield and Sons. The World 
Shortage of Fats and Oils: J. C. A. Faurr. Vickers Armstrong: R. 
Stnciarr. Huropean Transport Progress: A. G. MARSDEN. 

SummMER 1950. Norway’s Recovery: P. M. StranpE. Benelux 1950: 
P. Kur. The Story of Pears: E.. Evuison. Distribution Survey : 
M. Asrams. Africa’s Tomorrow: EtspetH Huxitry. A Perspective 
of Taxation: F. Bower. The Administrative Staff College: N. F. 
HALL. 


The United Africa Company Limited Statistical and Economic Review. 


No. 5, Marcu 1950. Merchandise Trading in British West Africa. Surf 
Port Operations in the Gold Coast. 


The Canadian Journal of Economics and Political Science. 


Vot. 16, No. 2, May 1950. William Burton Hurd (1894-1950). Unionism 
in the Fishing Industry of British Columbia: P. GLADSTONE and 8, 
JAMIESON. Canadian Federalism and the United Nations: J. Eayrs. 
Internal Determinants of the Canadian Upswing, 1921-9 : V. W. Maacu. 
The Case for Increasing the Price of Gold in Terms of all Currencies : 
H. G. Jounson. What Kind of Psychology does Economics Need ?: 
C. Retnotp Noyes. Returns to Scale and Substitution : J. S. CHAPMAN. 
Fifty British By-Elections: Lionet H. Latina. A Note on Measures 
of Utility: J.C. Wetpon. Notes on Labour Supply: 8S. C. Su¥FRIn. 
A Note on the Definition of a Free Market: H. G. J. AtrKen. The 
Instantaneous Theory of the Multiplier : H.M. Somers. Review Articles : 
Medieval Money Dealers: K. F. Hetitetner. Principles and Practice 
in Economic Security: J. 8. Moraan. Research in Class Structure : 
E. Cutnoy. Manufacturing Business: V. W. BLADEN. 


The South African Journal of Economics. 


Vou. 17, No. 4, DeceMBER 1949. The Measure of Gold: C. Rist. Some 
Notes on Price Inflation in South Africa 1938-1948 (Part II): T. van 
WaaspisK. The 1849. Settlers in Natal (Part II): H. M. RoBertson. 
Municipal Passenger Transport Costs and Revenue: United Kingdom 
and South Africa: J.C. Latcut. The Environment of Business Decision : 
I. 8. Luoyp. South Africa and the Sterling Area: J. W. GaRMany. 

Vou. 18, No. 1. The Union’s Priority Rating System during the War: 
J. W. Garmany. The West Wits Line: W. M. WALKER. European 
Economic Developments in the 16th century: H. M. Rosertson. 
National Income and Social Accounting: J. R. H. SHauyt. Trade in a 
Ciskei Native Reserve : D. H. Houcuron. 


Review of Economic Progress. 
Vout. I, No. 11. The Productivity of Tertiary Industry, I. 
Vou. I, No. 12. Whe Productivity of Tertiary Industry, I1. 
Vou. II, No. 1. Capital Resources and their Accumulation. 
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Bank of New South Wales Review. 


No. 1, May 1950. Stresses in the Australian Economy. Modern Beef 
Transport. New Zealand’s External Finances. 


The Indian Journal of Economics. 


VoLt. XXX, No. 118, January 1950. Conference Proceedings. Welcome 
Address: V.S. Krisuna. Inaugural Address: N. G. Ranca. Presi- 
dential Address: V. K. R. V. Rao. Post War Inflation in India: 
V. R. Pruuat. Inflation and Domestic Monetary Stability: N. V. A. 
NARASIMHAM. Mixed Economy and the Future of Capitalism: K. V. 5. 
Sastri. A Plea for Statistics: 8S. R. Bost. An Estimate of the Popula- 
tion of the Dominions of India and Pakistan for the year 1951: G. V. 
KRISHNASWAMI. 


Pakistan Economic Journal. 


Vou. I, No. 1, Juny 1949. Economic Reconstruction of Pakistan with 
reference to Agriculture: K. A. Rauman. Objectives of Agricultural 
Planning for Pakistan : 8. M. Akutar. Economic Planning for National 
Nutrition: M. M. Kuan. National Land Policy for the West Punjab : 
R. McL. Gorriz. Irrigation and Power Development in Pakistan : 
P. B. A. Satim. Problems of ‘‘ Rural Labour and Wages” in the West 
Punjab: A. A. Kuan. The Future of Cottage Industries: A. IQBAL. 
Pakistan’s Foreign Trade: K. F. Kuawtt. Co-operation in Pakistan : 
K. M. B. Kuan. The State Bank of Pakistan: A. A. Kuan and §S. 
Hamep. Resurrection of Banking in Western Pakistan: N. UQatmi. 
Banking in East Pakistan: A. Munastr. Pakistan Budgets: A. Att. 
Pakistan’s System of Payments : H. A. Atv1. 

Vout. I, No. 2, Ocroprer 1949. Pakistan’s Provincial Finance: 8S. M. 
AxuTaR. Inflation in Pakistan and the Way Out: B. Barart. Agri- 
cultural Finance in Sind: N. Uquatti. The Role of Co-operation in 
Pakistan: M. R. Suartr. Co-operative Multipurpose Societies : Cu. I. 
Aut. Review of Co-operation in N.-W. F. P.: M. Y. Kuan. Insurance 
in U.S.S.R.: Su. M. Atam. The Mineral Wealth of Western Pakistan : 
M. K. Apip Husain. A Bird’s Eye View of Pakistan's Economy : 8. M. 
IpRIs. 

Vou. I, No. 3, January 1950. The Circumstances of Pakistan’s Non- 
devaluation: Ispn-BarramM. Islam as a Code of Economic Behaviour : 
S. A. Samap. The Theoretical Background of Welfare Economics : 
A. F. A. Husain. Chittagong since Partition: H. Rauman. Co- 
ordination in Transport: B. Barart. The Concept of Constant Marginal 
Utility of Money in Marshall's Economic Analysis : A. N. M. MaHMoop. 
Our Economic Outlook : A. HussuMANI. 


Sankhya (The Indian Journal of Statistics). 


Vor. X, Parts I and 2, Marcu 1950. Statistical Analysis of Some 
Physiological Experiments: A. LinDER and ETIENNE GRANDJEAN. 
On a Problem of Two Dimensional Probability : R.C. Bosz. Univariate 
and Multivariate Analysis as Problems in Testing of Composite Hypotheses, 
I: 8. N. Roy. The Theory of Fractional Replication in Factorial 
Experiments: C. R. Rao. A Note on the Fractional Replication of 
Factorial Arrangements : K.S. BANERJEE. Two Dimensional Systematic 
Sampling and the Associated Stratified and Random Sampling: A. C. 
Das. Economic Classification of Agricultural Regions in Bengal: A. 
GHOSH. 


The Indian Journal of Commerce. 


Vou. ITT, No. 9, Marcu 1950. Collective Bargaining ; its economic 
merits and demerits: D. G. PuranresH. Some Aspects of Industrial 
Finance in India: K. K. SuHarma. Ideals of Labour Welfare and 
Management: M. C. Suuxta. Labour Welfare and Management in 
India; 8. C. CHATURVEDI. 
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Tata Quarterly. 


OctroBER 1949. The Hight Point Programme. 
JANUARY 1950. Economic Incentives. 
Aprit 1950. Trends in India’s Public Debt. 


International Labour Review. 


Marcu 1950. The Asian Regional Conference of the International Labour 
Organisation: Nuwara Eliya (Ceylon), January 1950. Wage Policy 
in Greece : S. AGApitipEs. Social Security in Agriculture : II. 

Aprit 1950. National Health Insurance in Japan: G. F. RouRticu. 
Programmes in Aid of Family Housebuilding, ** Aided Self-Help Housing ”’: 
J. L. Crane and R. E. McCasr. National and International Measures 
for Full Employment. Rehabilitation and Resettlement of Displaced 
Persons in the Indian Union. 

May 1950. Employment, Productivity and Incomes in New Zealand Farm- 
ing: F. R. Bray. The Trade Union Movement in Belgium: WL. Det- 
SINNE. Employee Recreation Programmes in the United States. 

JUNE 1950. The Automatic Coupling of Railway Vehicles. The Technical 
Engineering Service of an American Trade Union: 8. Barkin. Con- 
ditions of Work of Fire Fighting Services. 


Staff Papers. (This is the first issue of a new periodical, which will 
appear three times a year, published by the International Monetary Fund.) 
Vou. I, No. 1, Fepruary 1950. Latent Inflation : problems and policies : 
EK. M. Bernstern. The Measurement of Inflation: J. K. HORSEFIELD. 
Effect of Exchange Depreciation on a Country’s Export Price Level: 
J. J. Potak and T. C. Coane. Role of the ECA Program in Imports 
of Participating Countries and in U.S. Exports: H. K. Cartson and 
W. J. R. Wooptey. Local Currency Proceeds of an Import Surplus : 
A. N. McLeop. Terms of Trade in Latin American Countries: J. 
AuumaDA and A. Natar. The International Trade Organization and the 

Monetary Fund : E. Hexner. 


United Nations Documents Index. 


Vou. I, No. 1, January 1950. United Nations and Specialized Agencies 
Documents and Publications. 


World (United Nations). 

Fepruary 1950. The Global Challenge to the GOP : W.Morsr. Report 
on the Commonwealth: P. Nort-Baxer. IRO Transplants a Million 
Refugees: J.D. Kinestry. Three Freedoms for Women; LAURA VITRAY. 

Marcu 1950. Js a Third World War Inevitable ?: BERTRAND RUSSELL. 
The Children’s Army of the United Nations : LauRA VitRAy. Life in the 
Air Age. 

Aprit 1950. Secret of French Communism: S. K. Papover. Inside 
Story of Indo China: R. Pinto. UN’s Battle for Man’s Rights: M. 
Breer. World Trade: E. Buack and R. MARJOLIN. 


The Annals of the American Academy of Political and Social Science. 


Marcu 1950. Aiding Underdeveloped Areas Abroad. 
May 1950. Gambling. 


The Quarterly Journal of Economics. 


Vout. LXIV, No. 2, May 1950. European Unification and the Dollar 
Problem: A. Smirutes. Bandwagon, Snob, and Veblen Effects in the 
Theory of Consumers’ Demand: H. Lersenstern. Soviet National 
Income and Product in 1937. Part I. National Economic Accounts in 
Current Rubles : A. BERGson. The Recruitment of the American Business 
Elite: W. Mitter. Forces Affecting the Interindustry Wage Structure : 
A.M. Ross and W. Gotpner. A Theory of Interindustry Wage Structure 
Variation : J. W. GARBARINO. 
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The Journal of Political Economy. 


Vout. LV <" No. 1, Fepruary 1950. Reflections on Poverty within Agri- 
culture: T. W. Scuuurz. The Theory y of International Values: G. A. 
ELLIOTT. gr Fon Agriculture in Israel: C. W. Erroymson. Cur- 
rency Depreciation, Income, and the Balance of Trade : A. C. HARBERGER. 
Antitrust Policy Re-examined: N. H. Jacospy. State Bonuses for 
Veterans : I. H. Se1cet and E. WEINBERG. 

Vou. LVIII, No. 2, Aprit 1950. Neurophysiological Economics: A. B. 
Wotre. Resource Allocation under Share Contracts: D. G. JOHNSON. 
The Monetary Mechanism since the War: E. C. Stumons. Patents 
and Technical Progress—a study of television: W. R. MacLaurin. 
Theories of Welfare Economics: M. W. REDER. The Mathematical 
Theory of Monopoly in 1839 : Charles Ellet, Jr. : C. D. Causoyas. 

Vout. LVIII, No. 3, June 1950. Professor Schumpeter on Socialism : the 
case of Britain : D. Dewey. Uncertainty, Evolution, and Economic 
Theory: A. A. Atcutan. Tax Incentives for Mineral Enterprise : 
D. H. Etpripcre. Legal Tender during the English and Irish Bank Re- 
strictions : F. W. Ferrer. Labour Unions and the Price System: A. 
REES. 


The Review of Economics and Statistics. 


VoL. XXXII, No. 2, May 1950. Measurement of Price Elasticities in 
International Trade: G. H. Orcutr. The New Industrial Pensions : 
A.M. Ross. Recent Texts on Mathematical Statistics : P. A. SAMUELSON. 
The Mechanics of Inflation: J. DUESENBERRY. Income Determination 
in Open Inflation: F. D. Hotzman. A Note on the Supply of Female 
Labor: D. ScuwarrzMan. Jurisdictional Strike Statistics: J. T. 
Duntop. Food Prices in the Soviet Union, 1936-50: I. B. Kravis 
and J. Minrzes. Multicompensatory Trade: A. 8S. MANNE. Prewar-— 
Postwar Relationship between Disposable Income and Consumption 
Expenditures: R. C. Cave. Federal Reserve Policy and the Recession 
of 1937-1938 : K. D. Roose. 


American Economic Review. 


Vou. XL, No. 2, May 1950. Papers and Proceedings of the Sixty-second 
Annual Meeting of the American Economic Association. What Planning 
and How Much is Compatible with a Market Economy : Str Henry Cray, 
E. Linpauu. Capitalism and Monopolistic Competition, I. The Theory 
of Oligopoly: G. J. Stieter, J. S. Barn, T. Scrrovsky, W. FELINER. 
II. Can the American Economy be Made more Competitive? : CLAIR 
Witcox, A. D. H. Kapian, E. H. CHAMBERLIN, J. M.CiarK. Capitalism 
and Economic Progress: L. M. Hacker, H. F. Witiiamson, G. W. 
TERBORGH, E. M. Hoover. Stabilizing the Economy : The Employment 
Act of 1946 in Operation: P. J. Strayer, G. L. Bacu, R. Bioucu. 
Problems of an Advanced Defense Economy: C. Hircu, B. F. Hatey, 
R. A. Muscrave, L. G. Reynotps. Transportation in Capitalist and 
Socialized Economies: G. Liuoyp Winson, E. G. PLtowman, C. L. 
Derarine. Can Capitalism Dispense with Free Labor Markets? : 
C. Kerr, J. Saister, K. E. Boutpine. Capitalism and Equality of 
Income: Setma F. GotpsmituH, Hazet Kyrk, A. G. B. Fisner. Tax 
Structure and Private Enterprise: L. H. Srvrzer, E. G. Kerra, E. R. 
Roxtpx. Economic Power Blocs and American Capitalism: J. J. 
SPENGLER. American Capitalism, Where Are We Going?: B. S. 
KerrsteaD, J. A. ScouMPETER, S. H. Suicuter. U.S. Foreign Invest- 
ment in Underdeveloped Areas: H. W. SINGER, W. A. Brown, W. 8S. 
Satant. Economic Policy in Occupied Germany: T. W. ScHutrz, 
W. W. Hetzer, H. MENDERSHAUSEN. 

Vout. XL, No. 3, JuNnE 1950. Methodological Issues in Quantitative Eco- 
nomics: R. Vintnc. Notes on the Dollar Shortage: W. S. Tourer. 
Graham's Theory of International Values: L. A. METZLER. Controlling 
Resource Flows in Wartime: E. B. GeorcEe and R. J. Lanpry. The 
Concept of Workable Competition: J. W. Marxuam. Union Wage 
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Decisions and Employment : G. P. SHuttz and C. A. Myers. Individual 
Savings in 1947 and 1948 : J. N. Morcan. Douglas Committee Report : 
E. A. GOLDENWEISER. 

Econometrica. 


Vou. 18, No. 2, Aprit 1950. Joseph A. Schumpeter (1883-1950): W. 
LeontieF. Rational Behaviour, Uncertain Prospects, and Measurable 
Utility: J. Marscuax. Inversion of the Leontief Matrix by Power 
Series: F. V. Waucu. Yhe Bargaining Problem: J. F. Nasu. The 
Analysis of Output under Discrimination : E. O. Epwarps. 


Foreign Affairs. 


Vou. 28, No. 3, Aprit 1950. Political Ideas in the Twentieth Century : 
I. Bertin. Strategy for two Atomic Worlds : H.W. BaLpwin. Germany 
puts Freedom before Unity: Marion Doénuorr. Fifty Million More 
Americans: J. S. Davis. Jugoslavia’s Struggle for Equality: M. 
Barros. European Union: false hopes and realities: H. M. LANGE. 
World Labor's New Weapon: D. Dusinsky. The Marshall Pian Half- 
way: J. H. Witiiams. Crowded Countries and Empty Spaces: Sir 
ALEXANDER CARR-SAUNDERS. Dismemberment of Germany: P. E. 
Mosety. India’s Democratic Constitution : Srt RaM SHARMA. 


The Southern Economic Journal. 


Vou. XVI, No. 4, Apri 1950. The Economics of the Bible: G. H. AuULt. 
A Review of Business Cycle Theory: E. M. Swanson. Public Policy 
and Monopoly : a Dilemma in Remedial Action: Jesse W. Markuam. 
Some Effects of Rent Control: W. D. Grampp. Recent Developmenis 
in the Investment Trust Field: N. Betrer and R. WEINBERG. The 
Communist Threat to Labor: A. L. Girtow. Kentucky’s Recent Income 
Tax Experience: F. J, SHANNON. 


The Journal of Economic History. 


Vor. X, No. 1, May 1950. The Patent Controversy in the Nineteenth 
Century: F. Macuiup and Epirn Penrose. The Effect of Business 
Conditions on Early Judicial Decisions Concerning Restraint of Trade : 
T. S. Berry. Joseph Chamberlain and Workmen’s Compensation : 
W. C. MALLaALiev. 

Agricultural History. 


Vou. 24, No. 2, Aprit 1950. Food in England : E. PARMALEE PRENTICE. 
The Rural Hlectrification Administration in Perspective: H. S. Person. 
The Negro in the Agrarian Revolt: J. ABRAMOWITZ. Agriculture in the 
Encyclopedie : an Essay in French Intellectual History : D. J. BRANDEN- 
BuRG. <A Neglected Source of Corn Belt History: Prime's Model Farms : 
E. D. Ross. 

Journal of Farm Economics. 


VoLt. XXXII, No. 1, Fresruary 1950. Postwar Recovery of Western 
German Agriculture: P.M. Raupr. Problems in Establishing Grades for 
Farm Products: H.E.ErpMan. What Has Happened to the Agricultural 
Ladder ?: KR. Bartowe and J. F. Timmons. Planning in Cotton : 
C. O’DonneLL. The Machine Process in Agriculture and Industry : 
J. M. Brewster. Western Farm Areas in Two World Wars: R. F. 
Watiace. United Nations Scientific Conference on the Conservation and 
Utilization of Resources : G. H. Aut, L. P. GABBarD and J. F. Timmons. 

VoL. XXXII, No. 2, May 1950. Our Agricultural and Trade Policies : 
L. Witt. Reducing Price Variability Confronting Primary Producers : 
O. H. Brown tee and D. G. Jonnson. New England Dairy Farm 
Management Project as an Example of the Operating Unit Approach to 
Farm Management Analysis: R. G. WHEELER. Marketing Agreements 
and Cooperative Marketing: W. Z. Hirscx. Technological Changes and 

the Future of Rural Life: 8S. E. Jounson. Uncertainty in Market 

Relationships and Resource Allocation in the Short-Run: FE. O. Heapy. 

Problems of Landownership in Latin America: L. N. Gay. 
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Land Economics. 


Vou. XXVI, No. 2, May 1950. An Analysis of Commercial Construction : 
H. B. Scuecuter. The Distribution of Labour between Industries and 
between Locations: Coin CuarK. The Agricultural Significance of 
German Boundary Problems: the Oder—Neisse Line: P. M. Ravp. 
Reserve Plant Capacity of Public Utilities and Efficient Use of Resources : 
E. TROXEL. 

Industrial and Labor Relations Review. 


Vout. 3, No. 4, Juty 1950. Disciplinary Powers of Unions : C. SUMMERS. 
Labor Agreements in the West Coast Fishing Industry : restraint of trade 
or basis of industrial stability ?: R.L.Ranpatt. University of Wisconsin 
School for Workers: E. E. ScHWARZTRAUBER. Problems of Method in 
the Study of Human Relations : J. W. McConneEty. The Consolidation 
Issue in the American Glass Worker Unions: H. E. STEELE. Measure- 
ment of Secondary Unemployment : an evaluation of Woytinsky’s Methods : 
H. G. HENEMAN. 

American Affairs. 


Vou. XII, No. 2, Apri 1950. Design for a Welfare World. The New 
Economic Insight : B. Rumi. What Lies in Point Four : Epna LoNIGAN. 
Story of Subsidized Agriculture. Threat of a Garrison State. 

Vox. XII, No. 3, Juty 1950. Jobs and the Man: G. Garrett. Elephant 
Traps in the ITO: M. A. Hettpertn. Helping Britain to the American 
Market. 

Harvard Business Review. 


Vou. XXVIII, No. 2, Marcn 1950. Governmental and Voluntary Programs 
for Security : J. W. Myers. Atomic Power and the Location of Industry : 
W. Isarp and V. Wuitney. Television : Techniques and Applications : 
A. N. Goxupsmira. Management Must Manage: P. F. Drucker. 
Our National Transportation Problem: C. L. DEARING and W. Owen. 
The Profit Motive Compromised: K. Powxtson. Bigness and the Eco- 
nomic Analysis of Competition: R. S. Meritam. Productivity—and 
Collective Bargaining : B. M. and Sytvia K. SELEKMAN. 

VoL. XXVIII, No. 3, May 1950. Businessmen and the Press: W. M. 
PINKERTON. Scientific Management in Small Business: H. 8S. Freep- 
MAN. The Problem of the Repetitive Job: C. R. WALKER. Employer 
Initiative in Pension Programs: E. L. Scuwartz. Regulation of 
Airline Securities: R. F. Murray. Effect of Environment and Ad- 
ministration on Job Evaluation : C. Kerr and L. H. FisHer. Business 
and the Antitrust Laws: H. Fiemine. Estate Planning for the Owner- 
Manager: M. A. SuHattuck. The Future of the International Economy : 
H. R. Smiru. 


Harvard School of Business Administration. 


BULLETIN No. 132. Operating Results of Department and Specialty Stores 
in 1949; F. L. Foster. 


Studies in Business and Economics. 
Vot. III, No. 4, Marcu 1950. National and Regional Economic Tendencies. 


Review of Social Economy. 


Vou. VIII, No. 1, Marcu 1950. The Responsibility of the Entrepreneur 
in Modern Industrial Society: L. C. Brown. The Entrepreneur in 
Economic Theory: J. SoOLTERER. Who is the Entrepreneur ?: Ww. 
SpreceL. What is the Function of the Entrepreneur?: J. H. SHEEHAN. 
Papal Pronouncements on the Entrepreneur : R. J. MILLER. 


Revue D’ Economie Politique. 


Vou. 59, Nos. 5-6, SrpTEMBER—DECEMBER 1949. L’auvre économique de 
Vilfredo Pareto: G. Demaria. Pareto sociologue: G.-H. Bousquet. 
Pareto statisticien ; la distribution des revenus: R. Roy. Les courbes 
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d@ indifférence colléctive: J.-R. Hicxs. Pareto dans son et notre temps : 

E. Fossati. Les fins du systeéme économique: G. DeBRev. La théorie 

des jeux: E. Justman. La position de l’économétrie dans la hiérarchie 

des sciences sociales : G. TINTNER. Du systéme de Pareto aux “‘ modéles ” 
modernes : J. TINBERGEN. 

Vou. 60, No. 1, JanuARY—FEBRUARY 1950. Aspect de la reconstruction 
monétaire del’Europe : R. Trirrin. La méthode marziste : H. BARTOLI. 
Crise et facteurs @instabilité: J. Uttmo. L’élasticité des prix est-elle 
susceptible d’assurer le plein-emploi ? : J. LECAILLON. 

Vot. 60, No. 2, MarcH—Aprit 1950. Remarques sur la politique économique 
et sociale de la Prusse : H. STOEHLE. Notions préliminaires a V étude des 
théories du cycle: H. Gurrron. Les mirages du crédit : M. BonNrIATAN. 
Monnaie et intérét: F. Drvista. La masse monétaire et son intensité 
@utilisation : A. EHCHARDT. 


Revue Economique. 


No. 1, May 1950. Economistes et historiens: A. MarcHat. Pour une 
économie historique: F. BraupEy. Les phénoménes économiques en 
tant que phénoménes ‘‘ nombreux”: J. Luomme. De Vorganisation de 
Vespace. Considérations de géographie et d’économie: J. GOTTMANN. 
Marx et Keynes devant la pensée économique contemporaine : J. LECAILLON. 


Annales d’ Economie Politique. 


Vou. V, No. 27, January—Marcu 1950. Théorie et évolution de Vintérét : 
Baron Cu. Mourre. Les aspects inquiétants de l'économie frangaise : 
A. ARMENGAUD. Le probléme des investissements : E. BONNEFOUS. 


Population. 


Vou. V, No. 1, January—MarcH 1950. Alfred J. Lotka (1880-1949) : 
P. V. Ow en est la natalité frangaise : J. Bourcrots-Picuat. Morale et 
démographie: E. Dupree. La stérilité physiologique des populations : 
P. Vincent. Sur la mesure de la mobilité sociale: L. Livi. Résultats 
@une enquéte sur Vavortement dans la région parisienne: J. SUTTER. 
La statistique de la population sous le Consulat et ’ Empire: M. Retn- 
HARD. L’Islam et la limitation volontaire des naissances : G.-H. Boun- 
QuET. Bilan dune immigration : L. CHEVALIER. 


Statistiques et Etudes Financieres. 


SUPPLEMENT STATISTIQUES, No. 4, 1949. 

No. 14, Fesruary 1950. La parafiscalité. L’utilisation de la contre- 
valeur de l’aide américaine dans les pays bénéficiaries. Etats-Unis: les 
messages présidentiels au Congrés. 

No. 15, Marcu 1950. Remarques sur les principales opérations du Trésor 
en 1949. Evolution des disponibilités monétaires et du crédit bancaire 
pendant le quatriéme trimestre 1949. Etats-Unis: le revenu national en 
1949. Grande-Bretagne : les ‘‘ Balances Sterling.” 

No. 16, Aprit 1950. Les recettes des départements, des communes et établisse- 
ments divers. Activité et bilan de la Société nationale de vente des surplus. 
Allemagne occidentale : la compensation financiére des charges des col- 
lectivités publiques. Autriche: le nouveau budget fédéral de 1950. Pays- 
Bas : le budget de 1950. 

SUPPLEMENT Finances Compartes, No. 4, 1949. Les investissements 
publics en France et a Vétranger : Allemagne, Etats-Unis, Italie. 

No. 17, May 1950. Essai de calcul du revenu national de l'année 1948, 
d@aprés les statistiques fiscales. Les successions et les donations déclarées 
en 1948. Grande-Bretagne: la sitwation économique et le budget de 
1950-1951. U.R.S.S.: la réévaluation du rouble et la baisse des prix 
des biens de consommation. 

No. 18, June 1950. L’Evolution de la situation financiére au cours du 
premier trimestre 1950. L’Evolution des disponibilités monétaires et du 

crédit bancaire au cours du premier trimestre 1950. Grande-Bretagne : 

le déficit en or et en dollars de la zone sterling. Italie: la situation éco- 

nomique et le budget de 1950. 
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Journal de la Société de Statistique de Paris. 


Vot. 91, Nos. 1-2, JanuARY—FEBRUARY 1950. Théorie probabiliste de la 
foule: R. Matrerre and P. VenprRyeEs. La statistique en Allemagne 
occidentale depuis 1945 : J.DE PoRtTzaAMPARC. Chronique de démographie: 
P. Gasc. 

Vou. 91, Nos. 3-4, Marcu—Aprit 1950.° Rapports du Trésorier et de la 
Commission des Fonds et Archives. Charges de la Population active : 
M. J. Bovurceois-Picuat. Chronique de statistique agricole: M. 
AvuGh-LaRIBE. 

Vor. 91, Nos. 5-6, May-June 1950. Etude statistique des chambres de 
compensation bancaire en France et a Vétranger: C. PENGLAOov. Les 
élasticités par rapport aux prix dans les échanges internationaux: E. 
MALINVAUD. Recherches statistiques sur Videntification des encres au 
campéchechrome : L. Amy. 


Revue de Science et de Législation Financiéres. 


Vou. XLII, No. 2, Aprit—JuNE 1950. Conceptions classique et moderne des 
jinances publiques : le cas portugais: F. E. pa Sittva. Quelques consé- 
quences économiques de l’impét fédéral sur les successions aux Etats-Unis : 
C. L. Harriss. Le ‘mark allemand” depuis la réforme monéiaire : 
R. Gortz-Girey. Les conflits de terminologie entre le droit fiscal et la 
science économique : J.-G. Mtricot. Les effets et la pression des emprunts 
publics: B. Gursoy. Chronique financiére étrangére: Espagne et 
Argentine: J. Lecattton. Chroniques de Législation Fiscale: H. 
LAUFENBURGER and R. MULLER. Chronique de Jurisprudence Fiscale : 
M. CHRETIEN. 


Bulletin de U' Institut de Recherches Economiques et Sociales. 


Vor. XVI, No. 3, May 1950. Les finances publiques belges en 1949: 
A.-E. JANSSEN. Les finances privées: C. Roger. Le mouvement 
social en 1949 : A. Woronorr. Prix, consommation, balance et revenus : 
F. Baupuuin. Le freinage des importations de charbons et ses résultats : 
C.D.pE Lrespaut. La métallurgie en 1949: R.pEStRycKEeR. L’indus- 
trie textile en 1949. Les industries diverses en 1949: R. Paquet. La 
construction: A. VASANNE. Le commerce eatérieur de la Belgique: J. 
Jussiant. L’agriculture belge en 1949: K. PINXTEN. 

Vout. XVI, No. 4, JuNE 1950. La conjoncture économique de la Belgique : 
M. Worrrin. Statistiques économiques courantes. 


Revue de I’ Institut de Sociologie. 


OcTOBER—DECEMBER 1949. L’Autonomie dela Volonté dans les Conventions 
collectives du Travail: J. Dieu. Les Frontiéres : Compte rendu de la 
XXI* Semaine Sociale Universitaire, du 17 au 22 octobre 1949. 


Revue de l'Institut International de Statistique. 


Vou. 17, Nos. 1/2, 1949. Furtherance of Statistical Education. Report 
of the XX VIth Session of the International Statistical Institute. 


Weltwirischaftliches Archiv. 


Vout. 64, No. 2, 1950. Walter Eucken in memoriam: A. ZOTTMANN. 
Soziale Irenik: A. Muuter-Armack. Lquilibrium of International 
Trade and International Monetary Compensations: M. H. EXKKER. 
Rationalprinzip, Wirtschaftsrechnung und Wirtschaftssystem : J. GRUNAU. 


Zeitschrift fiir die Gesamte Staatswissenschaft. 


Vor. 106, No. 2, 1950. Grosse und Verfall des Kapitalismus. Betrach- 
tungen zu Schumpeters Buch iiber ‘‘ Kapitalismus, Sozialismus und 
Demokratie”?: E. von Brecxrratu. Der soziologische Gestaltbegriff : 
W. Ziecenruss. Die Tendenz zur Konkretisierung in der National- 
ékonomie. Uber die neuere Entwicklung der schwedischen Wirtschafts- 
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wissenschaft: ELISABETH LIEFMANN-KEIL. Grundriss einer Mor- 
phologie des Sparens: P. Reurr. Der technische und der monetire 
Kostenbegriff. Ein Beitrag zum Problem des symmetrischen Aufbaus 
der Kostentheorie : H. J. MULLER. Untersuchungen iiber den Giiltigkeits- 
bereich des Gesetzes vom abnehmenden Ertragszuwachs : H. Kocu. 


Wirtschaft und Statistik. 


Vout. II, No. 1, Aprit 1950. Die Besitzverhaltnisse in den land- und 
forstwirtschaftlichen Betrieben des Bundesgebietes. Statistische Umschau. 
Statistische Monatszahlen. 

Vou. II, No. 3, June 1950. Die Angestelltenverdienste im Vereinigten 
Wirtschaftsgebiet im Mai 1949. Statistische Umschau. Statistische 
Monatszahlen. 


Wirtschaftsdienst. 


Vot. 30, No. 4, Aprit 1950. Konstruktive Exportférderungspolitik : C. 
Kaprerer. Die Rentabilitit des Higenkapitals im Kleinwohnungsbau : 
Asta Hamer. Entwicklungstendenzen der Welterndhrungslage und der 
Landwirtschaft: W. Kuarr. Die niederlandische Lane virtschaft : 
J. BREEDVELT. Dénemarks Stellung in der europdischen Nackriegs- 
wirtschaft : W. v. ARNIM. 

Vout. 30, No. 5, May 1950. Planwirtschaft und Marktwirtschaft im 
Verkehrswesen: A. PrepOHL. Die Liberalisierung als Bestandteil einer 
systematischen Wirtschaftspolitik: HH. Mrtnno~p. Das Vorhaben im 
Bassin des Rio Sao Francisco: P. VaGELeR. Probleme des Donauver- 
kehrs unter dem neuen Statut : K. WESSELY. 

May, 1950. EnGtiisa SuPPLEMENT. Js Emigration a Problem ? 

Vot. 30, No. 6, JuNE 1950. Idee und Verwirklichung der Havanna-Charta : 
B. Roper. Weltbank and Weltwdhrungsfonds: E. TUCHTFELDT. 
Aussenhandelspolitik und Wechselkursfunktionen : H. WISSMANN. 

JUNE 1950. ENGuisH SUPPLEMENT. Lexport to the U.S.A. 


Europa Archiv. 


Vout. V, No. 5. Organisation oder integration Europas. Schwerpunkt- 
verlagerung im Commonwealth. Die wirtschaftliche Lage Japans nach 
dem Zweiten Weltkrieg. Der Ausbau des Genfer Abkommens iiber Zélle 
und Handel, Part 2. 

Vout. V, No. 6. Friedrich Meinecke. Eine Skizze. Die Militdrische 
Organisation der ‘ Aitlantischen Gemeinschaft.” Gesetz zum Waffen- 
hilfsprogramm von 1949. Die Saarkonventionen vom 3 Marz 1950. 
Arbeitsmarkt und Arbeitslosigkeit in der sowjetischen Besatzungszone 
Deutschlands. 

Vou. V, Nos. 7/8. Die ‘‘ Mission der Intellektuellen ” ? Justizreform in der 
T'schechoslowakei. Zur Staatwerdung des neuen Polen. Die inter- 
nationale Kontrolle des Ruhrgebietes. Italeins Industrie und die europaische 
Wirtschaft. 

Vou. V, No. 9, 1950. Wandel und Besténdigkeit im Europa Bewusstsein. 
Der Wandel im sozialen Gefiige der Sowjetunion. Lateinamerikanische 
Zwischenbilanz. 

Vou. V, No. 10, May 1950. Uber dffentliche Meinung und Meinungs- 
forschung. Die Friedenspline der Alliierten und die Aufteilung Deutsch- 
lands. Europdische Wandcrungsbilanz der Weltkriege, I. Teil. 

Vou. V, No. 11, JunE 1950. Hofmannsthal der Europder. Die Neutrali- 
tdtslehre des Nauheimer Kreises und der geistige Hintergrund des West- 
Ost Gesprdches in Deutschland, I. Teil. Huropdische Wanderungsbilanz 
der Weltkriege, 2. Teil. Der Schuman-Plan und die vierte Tagung des 
Atlantikrates. 

Vou. V, No. 12, Junge 1950. Die Neutralitdtslehre des Nauheimer Kreises 
und der geistige Hintergrund des West-Ost Gespriches in Deutschland, 2. 
Teil. Die wirtschaftlichen Aussichten Europas. Europdische Wande- 
rungsbilanz der Weltkriege, 3. Teil. 
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Bayern im Zahlen. 


Vout. IV, No. 4, Aprit 1950. Gebiet und Bevilkerung. LErndhrung und 
Landwirtschaft. Industrie und Gewerbe. Handel und Verkehr. Ver- 
sicherungswesen. Fiirsorgewesen. Unterricht und Bildung. Kleine 
Mitteilungen. Tabellenteil. 

Vou. IV, No. 5, May 1950. Erwerbstdtigkcit. Gesundheitswesen. Finanzen 
und Geldwesen. 

Vor. IV, No. 6, JuNE 1950. Gebiet und Bevélkerung. Erwerbstdtigkeit. 
Erndéhrung und Landwirtschaft. Industrie und Gewerbe. Handel und 
Verkehr. Preise, Léhne und Gehidlter. Fiirsorgewesen. Wahlen. 


Monatsberichte des Osterreichischen Institutes fiir Wirtschaftaforschung. 

Vou. XXIII, No. 4, Aprit 1950. Die Konjunkturlage. Die wirtschaftliche 
Lage in Osterreich. Osterreichische Wirtschaftszahlen. 

SuPPLEMENT No. 10. Der Preisindex fiir Bauleistungen. 

Vor. XXIII, No. 5, May 1950. Die wirtschaftliche Lage in Osterreich. 
Aktuelle Fragen der Produktivitdtssteigerung. Osterreichische Wirt- 
schaftszahlen. 

Vou. XXIII, No. 6, Junge 1950. Stationdre Konjunktur—Bestrebungen zur 
Stabilisierung der Madrkte. Die Lage auf den internationalen Rohstoff- 
markten. Osterreichische Wirtschaftszahlen. 


De Economist. 


Marcu 1950. De betekenis van de loonpolitiek voor de werkgelegenheid : 
J. TINBERGEN. The level of wages influences employment in various 
ways which may work in opposite directions. The final result cannot be 
determined with accuracy. The general assumption (among economic 
experts, in governmental circles and among employers) has been that a 
lowering of wages would increase employment. This views the question 
as a special case of the Law of Demand. On the other side, the Trade 
Unions argue that a fall in the level of wages diminishes the purchasing- 
power of the workers, and consequently there is no increase in employment. 
More detailed examination is necessary. It is necessary in time to 
distinguish between effects in the long and the short period. It is also 
necessary to distinguish effects in a closed economy and in one with 
foreign trade; further, it is necessary to distinguish between cases 
where the rise is in money wages from thoso where the rise is in real 
wages. Moreover, a rise in the wage-level is usually combined with other 
measures. The case usually considered is where the rise in the wage- 
level can be viewed more or less as an isolated cause. ‘The more complex 
case arises where it is borne in mind that a rise in the wage-level influences 
the balance of payments unfavourably. It must therefore lead to 
measures on the part of the financial authorities to rectify the balance 
of payments. These again will have repercussions on employment. 
The other factor influencing the situation is the possible effect of a higher 
wage-level in increasing productivity. The various cases are considered, 
and an attempt is made to arrive at a quantitative estimate of the 
relationship under various conditions. Het andeel van de landbouw 
in het nationale inkomen van Nederland: G. GREIDANUS. An attempt 
to assess the remuneration of the factors of production in agriculture 
compared to the corresponding figures in industry. Figures of the 
national income, with reference to agriculture and industry, are given 
over a number of years. But it is not permissible to arrive at a com- 
parative estimate of the reward of labour in agriculture and in industry 
merely by dividing the product by the number of workers. In agri- 
culture it is more difficult to determine the number of labourers. The 
reward, so arrived at, would represent what goes to land, labour and 
capital in the two cases, and not merely the share of labour. There is 
also a difference in the kind of labour, so far as training, skill, etc., is 
concerned. The general conclusion is that the reward of the three factors 
of production is lower in agriculture than in industry. But the situation 
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is less unfavourable than it was before the Second World War. Het 
Belgische wonder : F. Harroc. One of the most striking phenomena in 
post-war European economy is the prosperity of Belgium in the middle 
of countries which have great difficulty in keeping straight. The article 
lists the different circumstances as between Belgium and Holland to 
which the greater prosperity of Belgium may be attributed. 

Aprit 1950. Huropese economische integratie: P. LizrtincK. Economic 
integration is a new conception, and is best clarified by contrasting 
it with the older idea of European nationalism. Also it is necessary 
to consider both the economic and the political phase. Political 
nationalism has in modern history acquired a more absolute significance, 
The ideas of ‘‘ freedom ”’ and “ self-determination ’’ became dominant 
after the first war. Striving after European economic integration involves 
a breach in intérnational political development. Economic nationalism, 
as opposed to economic integration, implies the rejection, so far as con- 
cerns co-operation in the community of nations, of principles and 
methods of economic policy which are accepted with a view to co-opera- 
tion in the national community. This means the application of another 
economic policy in what relates to division of labour, exchange of goods 
and circulation of money. Economic nationalism reached its highest 
point in the years after the great depression, 1929. While there is no 
logical connection between economic and political nationalism, neverthe- 
less, they may reinforce each other in a high degree. Since 1945, there 
has been a “crisis”’ of nationalism, springing from the needs of the 
conditions in which Europe finds itself. The disparities between great 
and small powers have grown to hitherto unknown dimensions, owing to 
causes which are indicated and considered. The co-operation of the 
O.E.E.C. countries is designed to be permanent, and must be regarded 
as ‘“‘an acceptance of collective responsibility which can scarcely any 
longer be reconciled with an absolute right of self-determination.” 
There are three conceptions of European integration. (1) Acceptance, 
in a greater or smaller Western Europe, of complete economic freedom, 
in the sphere of international trade and payments (the old liberal or 
nineteenth-century conception). (2) The twentieth-century conception 
of a marché unique, involving the abolition of international restrictions 
and the establishment of a rational inter-European division, of labour ; 
but with a welfare policy, including avoidance of unemployment. 
This necessarily entails a measure of co-ordination in the national fiscal 
and monetary policies of the co-operating countries. (3) A European 
economic integration, through a supra-national Planning Authority. 
These various approaches are critically considered. Enkele beschouwingen 
over de verhouding tusschen economie, econometrie, statistick en wiskunde : 
H. RiskEN vAN Otst. An inaugural address, concerned with the 
mutual inter-relationships between economics, mathematics, statistics 
and econometrics. The lecture deals with the late entry of statistics into 
the development of theory. Recent developments have made theory more 
accessible to statistics and econometrics; and in future economics must 
know how to make use of the teachings of these branches of knowledge. 
Points calling for further research in the econometric field are indicated. 
There is a close and indeed inviolable link between economics, mathe- 
matics, statistics and econometrics. 

May 1950. EHnige toepassingen van de leer van de marktvormen : Tu. L. M. 
Tauruncs. The French Revolution and the Industrial Revolution 
represented in different ways an impulse towards a free economy. 
Thereafter the nineteenth century thought in terms of free competition 
and monopoly. About 1930 there developed the theory of market- 
forms, thinking in terms of competition, oligopoly and monopoly. 
The article is devoted to considering two applications of recent theories. 
The first is related to the fact that some groups of goods are, and some 
are not, dealt with on markets, bourses or auctions. ‘The second relates 
to the high costs of distribution. On the first reference is made to the 
theories of Dr. Polak. There are three questions: (i) why resort is made 
to concrete markets; (ii) through what causes difference in the shape 
















































1950] RECENT}; PERIODICALS AND NEW BOOKS 651 


of markets is brought about; (iii) through what persons or agencies 
organisation is called into being. On the second question of the high 
costs of distribution in certain cases, there is a discussion of the market 
for the sale of fruit and vegetables. Nationale en internationale maaire- 
gelen ten behoeve van de volledige werkgelegenheid: J. TINBERGEN. A 
summary of, and a commentary on, certain parts of the United Nations 
Report on ‘“ National and International Measures for Full Employ- 
ment.” De economische aspecten van het fiscale bankgcheim: J. 
GorDHARTZ. A survey of the economic arguments on the question of 
‘‘bank secrecy.” In Anglo-Saxon countries the problem has never 
attracted attention to any extent: in England “ fiscal-bank-secrecy ” 
is practically universally accepted. The argument deals with the prob- 
lem in relation to: (i) the question of savings; (ii) the direction and 
extent of international capital movements; (iii) the position of banks 
in society. Fiscal bank-secrecy was abolished in Holland in 1945. The 
problem of its restoration will probably come up for discussion before 
long. The conclusion of the article is that cogent arguments, of an 
economic or monetary nature, for the restoration of ‘“‘ fiscal-bank- 
secrecy ”’ cannot be adduced. 

JUNE 1950. Coal in U.S. Economy: V.S. SwamMinaTHAN. (In English.) 
A survey of the history, the present-day problems and the prospects 
of the American coal-mining industry: ‘The long-term outlook for 
American coal and lignite must be deemed bright.” De objectieve 
determinanten van de omloopsnelheid van het geld: G. A. Kesster. A 
detailed discussion and criticism of the formula given by Dr. Zijlstra in 
his book (1948) on the rapidity of circulation of money. Dr. Zijlstra 
replies in an addendum to the article. Over de terminologie in het 
marktonderzoek : J. VAN Rees. The Netherlands Institute for Efficiency 
set up a study group for market-analysis and trade-cycle investigation. 
This group found themselves confronted with the necessity of systematis- 
ing existing terminology, and appointed a committee to consider the 
matter. The present article is a summary by the Chairman of the 
questions at issue, making use of observations of other members. 
Guiding principles in nomenclature are considered. Most of the article 
is concerned with a close analysis of the meaning of various phrases in 
which the word ‘* market ”’ occurs. 


Aussenwirtschaft. 


Vou. V, No. 1, Marcu 1950. Betrachtungen zur Aussenwirtschaftspolitik : 
H. Bacumann, A. BossHarpt and E. Kune. Devisenzwangswirtschaft : 
das Kardinalproblem der internationalen Wirtschaft: W. Ropxe. 
Freihandelszonen : R. ScHULLER. Formen und ékonomische Bedeutung 
der modernen Auswanderung : F. Vitro. Literatur des Jahres 1949. 

Vou. V, No. 2, JuNE 1950. Betrachtungen iiber die kommende schweizerische 
Zolltarifrevision : A. BossHarptT. Der Schweizerfranken als harte und 
weiche Wdhrung: E. Ktne. Die ausliéndischen Wdhrungsabwertungen 
und die Revision des schweizerischen Zolliarifes: E. Heuss. Aus der 
Arbeit des schweizerischen Instituts fiir Aussenwirtschafts und Marktfor- 
schung im Jahre 1949 : W. Hue. 


Schweizerische Zeitschrift fiir Volkswirtschaft und Statistik. 


Vou. 86, No. 2, Aprit 1950. Bericht iiber die Tatigkeit des Paritdtischen 
Stabilisierungsausschusses der wirtschaftlichen Spitsenverbinde: E. 
Bouter. Remarques sur la théorie du chémage technologique: J. 
VataRcHE. Lin einfaches Verfahren zum Auffinden der Normalkurve 
zu einer gegebenen Hdufigkeitsverteilung : H. WiEsLter. A Method of 
Constructing Community Indifference Curves : W. F. STOLPER. 

Vou. 86, No. 3, JunE 1950. Empirische Konsum- und Sparfunktionen : 

V. ta Rocue. Der Trend des 6konomischen Denkens in der Gegenwart : 

E. SCHNEIDER. Abschreibungen und Reservebildung in der Steucrpolitik : 

F. Z. BoDMER. 











652 THE ECONOMIC JOURNAL [SEPT. 


Kyklos. 


Vou. IV, No. 1, 1950. Walter Hucken. In memoriam: E. Saturn. The 
Tyranny of Idealism: J. V. VAN SICKLE. Gravitationszentrum und 
Dynamischer Ablauf: K. BRUNNER. EHinwanderungsprobleme Brasiliens : 
E. Wittems. La nature et les fonctions du profit dans l’ Ordre Coopérative : 
V. RovuqueET LA GARRIGUE. 


Giornale Degli Economisti e Annali di Economia. 


SEPTEMBER-—OCTOBER 1949. Le macrodecisioni: F. PERRoux. Schema 
interpretativo della morbilita di talune malattie infettive: F. BRAMBILLA. 
La teoria delia crisi alla luce dei recenti documenti: V. MARRAMA. 
Significato economico della domanda sociale dei beni: E. Guertt. Motivi 
personali e motivi critici sull’equazione dello scambio: T. Briaciorti. 
A proposito di un nuovo traitato sull-economica : A. BoRDIN. 

NoOvEMBER—DECEMBER 1949. Lffetti di reddito e curve di domanda: A. 
Maccuioro. Genesi della riforma corporativa di Pio 1X : L. Dau Pane. 
Di aleuni problemi tecnici ed economici agli albori del risveglio industriale 
italiano: A. Fossati. Liberismo, e regime parlamentare in Gaetano 
Mosca: P. Rosst. Le Lezioni di economia del Bresciani—Turroni : 
G. Di Narpi. Su un nuovo tentativo di teoria dinamica : G. DEMARIA. 
Due leggi di economia aziendale: P. Gennaro. La politica degli alti 
salari : C. CASALI. 

Vout. IX, Nos. 1-2, JANUARY—FEBRUARY 1950. Scienza economica ed 
economisti nel momento presente: L. Etnaupt. I limiti dell’economia 
matematica: KE. ZaccaGnini. L’analisi delle attivita nell’ equilibrio 
generale; P. CASTIGLIONI. Ancora intorno agli studi di Vilfredo Pareto 
sulle funzioni di domanda e di offerta: G. Senstnt. Grande e piccola 
irrigazione nel mezzogiorno: V. Riccuiont. Sul prodotto vi variabili 
casuali indipendenti : G. PACIONtI. 

Vou. IX, Nos. 3-4, Marcu—Aprit 1950. La durata del capitale fisso e¢ 
gli effetti dei tributi: A. Scorro. La revisione critica della teoria dei 
valort internazionali: A. GamBrino. Una questione dattualita: il 
problema di un’economia del benessere: A. Maccuioro. La valutazione 
della pressione tributaria globale e il suo significato : M. Levi. Jl metodo 
delle trasformate euleriane di prima specie ai fini delle rappresentazione 
analitica delle curve di concentrazione: V. Amato. Nello spirito dello 
** Zollverein”’ : T. BaGiorri. 


Economia Internazionale. 


Vou. III, Nu. i, Fepruary 1950. Germany and the Long Term Program 
for European Reconstruction: F. Baapr. The Crisis of the Marshall 
Plan; T. Batocu. The Economic Consequences of the Atlantic Pact : 
G. Demaria. Les déterminantes des cours des changes dans les dévaluations 
monétaires contemporaines: L. Dupriez. The Dollar Shortage and 
Devaluation: R. F. Kaun. Elasticity Pessimism in International 
Trade: F. Macutup. On the Effects of National Economic Planning 
on the International Division of Labor: J. PEDERSEN. La persistance du 
déséquilibre structurel : J. WEILLER. 


L’ Industria. 


No. 1, 1950. La storia dell’economica in relazione allo sviluppo sociale : 
W. Starx. I sipario di ferro della moncta: W. ROpKke. La con- 
vertibilité des monnaies : R. Mossk. 


Rivista Internazionale di Scienze Sociali. 


VoL. XXII, No. 2, Marcu—Aprit 1950. La difesa della salute in un 
sistema di sicurezza sociale: A. GeEMELLI. Le variazioni dei livelli dei 
prezzi nazionali in dipendenza dei trasferimenti dei capitali: E. Cat- 

CATERRA. Le forze contrattuali negli accordi per Vemigrazione : analisi 

di uno schema teorico: H. R. MANFRA. 
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Review of the Economic Conditions in Italy (Banco di Roma). 


Vou. IV, No. 3, May 1950. The Problem of Depressed Arcas and the 
Financing of their Economic Development : C. BRESCIANI TURRONI. 


Banca Nazionale del Lavoro Quarterly Review. 


JANUARY—MarcH 1950. International Economic Equilibrium and Foreign 
Exchange Rates: R. Mosst. The Development of Export Trade of 
European Industrial Products and its Financing : P. SARACENO. Ameri- 
can Foreign Investments : M. NADLER. On the Congruence of Exchange 
Rates under a System of Bilateral Trade : G. D’Ippotito. Recent Trends 
in the Geographical Distribution of Italy’s Foreign Trade: 1938-1949 : 
G. PIETRANERA. 


Italian Economic Survey (The Association of Italian Joint Stock 
Companies). 

Marcu—Aprit 1950. Report on the Economic Situation of Italy, presented 
by the Minister of the Treasury to the House of Deputies on January 30, 
1950. 

May-JunE 1950. IJtaly’s Profit and Loss Account. 


Ekonomisk Tidskrift. 


Vou. LII, No. 1, Marcu 1950. Institutionalism: Jonan AKERMAN. 
Professor Akerman contributes a sympathetic and revealing assessment 
of the importance of Thorstein Veblen in the evolution of modern 
economic thought. To describe Veblen as America’s Marx is misleading. 
Dialectical materialism was alien to Veblen’s way of thinking. He 
published a theory of industrial fluctuation in 1904 which was in several 
respects similar to Wicksell’s in Geldzins und Giiterpreise (1898). His 
influence on the work of the institutionalists, e.g., Wesley Witchell, 
J. R. Commons, R. G. Tugwell, C. G. Means and, perhaps, J. M. Clark, 
was profound. Veblen’s approach needs to be further developed ; 
the next task is to build a bridge between economics and social philosophy, 
since the mathematical and statistical lines of development are now 
showing rapidly diminishing returns. Reproduction Rates and Quantita- 
tive Comparisons as between Different Generations : CARL-ERIK QUENSEL. 
Recent work has tended to throw doubt on the usefulness of reproduction 
rates obtained from the data of any particular year. Where sufficient 
data are available it is possible to calculate the quantitative relationship 
between the mother generation and the daughter generation. The 
first part of this article gives the results of such an analysis for Sweden. 
For the number of girls born in 1875, 1880, 1885 . . ., we are given: 
(a) the number per 1,000 who reach 15 years of age and (6) the number 
of daughters born to them at ages 20, 25. . . 50. The analysis shows 
that since 1875 not one of the groups has reproduced itself. This is 
partly due to emigration, since no account could be taken of daughters 
born overseas to women who had left Sweden. The author corrects 
for this factor and then finds that the 1890 group was the first which 
failed to reproduce itself. The article concludes with some striking 
calculations of how the burden of maintaining young and old dependants 
has changed from one generation to another. Wages Policy under Full 
Employment : Ertk LunpBERG. A critical account of recent discussions 
of this theme in Sweden, particularly the views of economists, such as 
Gésta Rehn, who are prominent in the trade-union movement. The 
author praises the quality of these contributions, which, in his opinion, 
are more thought-provoking than the corresponding debates in the 
U.S.A.and England. A Reply to Professor Erik Lundberg : Gosta REN. 
Mr. Rehn had argued that the way to make full employment compatible 
with normal trade-union activity was to allow free collective bargaining 
and offset the resulting wage increases by taxing consumers’ goods. 
This policy would maintain real wages at about the same level as under 
wage restraint, but it would have the added advantage of keeping profits 

















654 THE ECONOMIC JOURNAL [SEPT. 


low. Professor Lundberg had criticised this on several grounds, for 
example, that the strain on the balance of payments would lead to 
currency depreciation. In his reply Mr. Rehn deals fully with all the 
objections and emphasises that a Government that controls a good part 
of the national income can meet disturbances in the foreign balance more 
effectively than the automatic market mechanism. 


Skandinaviska Banken Aktiebolag. 


Vor. XXXI, No. 2, Aprit 1950. Post-war Business in the United States : 
Per Jacopsson. The ‘“ Mail Cheque”: P. Brunprett. What is 
Meant by the Value of Money? : U. Herz. The Riksbank and the Value 
of Money. The Economic Situation during the First Quarter of 1950. 

Vout. XXXI, No. 3, Jury 1950. In the Service of Foreign Trade: P. 
BRUNDELL. European Payments: P. Jacossson. Income Distribution 
Changes in Different Countries: K.-G. HacstrozEM. Employment Con- 
ditions in the Commercial Banks: Stic H. LinpHOLM. Occupations of 
Men and Women. Present and Pre-War Foreign Trade. 


Index. 


JuNE 1950. The Economic Situation. Sveriges Kreditbank AB—the New 
State Commercial Bank in Sweden. Sweden’s Trade with Great Britain. 
Industrial Classification of the Lendings of the Svenska Handelsbanken. 


Nationalokonomisk Tidsskrift. 


No. 1-2, 1950. Housing Problems: Jous. KsprerBot. The Regulation 
of Danish Agricultural Exports: KNup Hansen. Some Comments on 
the preliminary results of the Taxation Commission : V. VINGE MADSEN. 
State Finance and Real Estate Credit: Tu. Tuorstrernsson. Who 
belong to Consumers’ Co-operatives ? : JORGEN PEDERSEN. 


Dkonomi og Politik. 

Vout. 23, No. 4, OcroBER—-DECEMBER 1949. De foremede Staters uden- 
rigspolitik: 8S. HENNINGSEN. Det internationale glodelampekartel : 
B. Foc. Den internationale sokonomiske situation. 

Vout. 24, No. 1, January—Marcu 1950. I’.N.s Virksomhed i 1949: 
PreBEN V. ASKGAARD. Den fijerde faglige Internationale og dens 
forgengere: E. JAcoBSEN. De engelske parlamentsvaly 1945 og 1950: 
J. Danstrup. Grekenland under borgerkrigen: E. Reskre-NIELSEN. 
Den internationale okonomiske situation: U.S.A. 


Ekonomiska Samfundets Tidskrift. 
Vou. 3, No. 1. Av det norske jordbruks problemer: T. Stnpine. Stats- 
budgetens behandling i riksdag och statsutskott: R. ToRNGREN and R. v. 
Figannt. fF 6érbrukningsundersokningarna och deras metoder: G. 


MODEEN. 
Statistical Bulletin of Israel. 


Vou. I, No. 4, NovEMBER—DECEMBER 1949. 
Vou. I, No. 5, JANUARY—FEBRUARY 1950. 
Vo.. I, No. 6, MarcH—Aprit 1950. 


Moneda y Crédito. 


No. 31, DecEMBER 1949. Las analogias entre la produccién y el consumo : 
J. M. N. Mora. La teoria social de la fisiocracia: M. G. PrEtayo. 
Sistema y régimen financiero de los Monteptos Laborales : J. P. LENERO. 
Lo que deja fuera la Ciencia econdmica : F. Eara. 


El Trimestre Econémico. 
Vou. XVII, No. 1, January—Marcu 1950. Ciencia e ideologia: J. A. 
ScHUMPETER. Los braceros mexicanos en Wisconsin: KE. FLorRgs. 
Feudalismo y capitalismo en la historia econémica de México: J. BAZANT. 
El tipo de equilibrio del cruzeiro : E. Gupin and J. Krnaston. 
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Revista de Ciencia Aplicada. 
Marcu—Aprit 1950. Estructuras espaciales : M. G. ORTEGA. 


Revista de Economia. 
Marcu 1950. Sobre os rendimentos pessoais em Portugal: J, R. FREIRxE. 


Revista Brasileira de Economia, 


Vou. III, No. 4, DecemBer 1949. A Taxa de Equilibrio do Cruzeiro: 
E. Gupin and J. Kinaston. Da Teoria do Multiplicador a Teoria dos 
Pontos de Impacto Decisivo: R. Mosst. Densidade de Populagado e 
Padroes Nacionais de Vida: L. Buqurtr. A Elasticidade da Procura 
Norte-Americana de Café : H. Sonurrrer Siva. 

Vout. IV, No. 1, Marcu 1950. Caracteristicas Gerais da Economia Brasileira : 
C. Furtapo. Ciclos Econémicos na Economia Dirigida : G. HABERLER. 
Inflagéo Reprimida e Reforma Monetdria na Alemanha Ocidental : J. H. 
Furtu. Comércio e Investimentos em Areas Sub-desenvolvidas : H. W. 
SINGER. 

Revista de Ciencias Econémicas. 


Vout. XX XVII, Sertes ITI, Nos. 17-18. La dialectizacién de la dialéctica : 
J.P. ARRARTE. I concepto de ahorro a través de Keynes y de Robertson : 
E. G. Vazquez. Sugestidn de un metodo para registracién y control de 
cuentas corrientes : I, L. FAINMAN. 

Vout. XXXVII, Serres III, Nos. 19-20. NovemBer—DEcEMBER 1949. 
La era barroca: J. P. Arrarte. Los impuestos y el ciclo econdémico : 
A. K. Vasrena. El dilema de la contabilidad : capital y utilidades ante 
jiccién y realidad : J. F. PuNturo. 

Vou. XX XVIII, Serres ITI, No. 21. Productividad o improductividad de 
los servicios en general y en particular de los servicios ptblicos: G. 
AnumaDA. El futuro de las finanzas: B. Motu. Efectos de la inflacién 
sobre el capital y los beneficios: R. C. Jonzs. tilidades liquidas y 
realizadas ; J. OLARAN CHANS. 


Voprosy Ekonomiki (Russian text). 


No. 1, 1950. Speech of P. N. Poselov on January 21, 1950, at the Com- 
memoration Meeting in Moscow on 26th Anniversary of Lenin’s death. 
To Make Full Use of Reserves of Basic Capital. Lenin and Stalin—the 
Inspirers and Organisers of Socialist Emulation in Industry : N. Mastova. 
Stalin and Socialist Emulation in Kolkhozy : A. Terarva. Stalin on the 
Crises of the Capitalist System of World Economy: A. SCHNEERSON. 
Gold as a World Money and the Currency Dictatorship of the U.S.A. : 
F. MikHatevski. The Stalin Plan for the Transformation of Nature in 
Action (compiled from material in the central and local press): A. SAVIN. 
On Co-ordination of Scientific Work in the Field of Economics (con- 
ference in the Section of Economics and Law of the Academy of Sciences 
of the U.S.S.R.). Criticism and Book Reviews: A Book on the 
U.S.S.R. State Budget: P. Liaknov. The False Theory of Keynes: 
V. Votopin. Problems of Post-war Japan ; YA. PEVSNER. 

No. 2, 1950. Stalin—the Theoretician and Organiser of Socialist Disposi- 
tion of Productive Forces: V.Vastvtin. Ways of Improving the Use of 
Equipment in Laborious Branches of Industry: L. Berri. Problems 
of Economic Accounting in the Factory (from the Experience of the 
Kuznets ‘ Stalin” Metallurgical Combine): G. Zettser. The State 
and the Economic Structure of the Chinese People’s Republic: G. KHara- 
KHASHIAN. T'wo Systems—Two Goals of Post-war Economic Develop- 
ment: E. Mantgevicu. The Ripening of the Agrarian Crisis in the 
Capitalist Countries: A. PetTrusHov. Criticism and Book Reviews : 
To Make Wide Use of the Untapped Resources of Wind Power: I. 
Bupnitski. For the Deep Study of Problems of Economics and Planning 
of Automobile Transport : A. KuRNAEV. Impoverishment of the Working 
Class in Germany: V. SHumitin. Oil and the Foreign Policy of the 
Imperialist States: G. Mosxvicuiov. A Useful Book on Egypt: G. 
VERSHININ. 

No. 239.—vVOL. Lx. UU 
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No. 3, 1950. The Upsurge in the Material Well-being and Culture of the 
Soviet People. The Strengthening of the Soviet Rouble: G. Kozxzov. 
A. I. Herzen’s Struggle for the Peasant Type of Bourgeois Agrarian De- 
velopment in Russia: V. MartinovsKala. Successes of the Vietnam 
Democratic Republic: S. Pocosov. Debauch of Militarism in the 
Marshallized Countries: A. ALEKSEEV. Functions and Significance 
of Soviet Finances: V. DiacHENKO. Personal Accounting of Stakhano- 
vites and Measures for Saving Materials and High-quality Output. (From 
the experience of leading enterprises) : V. MNATSAGANOVA, A. SOKOLOVSKI. 
Impoverishment of the workers in Turkey: V. VAuvIsKI. Criticism and 
Book Reviews: A Leading Giant Grain Sovkhoz: B. Luxtanov. 
A Valuable Book on Chinese History: V. Mastennikov. Money in 
Feudal Economy : F. Powtansxi. Model Subjects of Dissertations on the 
Economic Sciences. 


Planovoe Khoziaistvo (Russian text). 


No. 1,1950. The Powerful Upsurge of the NationalEconomy of the U.S.S.R. : 
Epiroriau. Soviet Metallurgy on a New Upsurge: N. Dtaxonov. 
Reserves for Lowering Costs of Industrial Production: A. ZVEREV. 
New Types of Machines for Socialist Agriculture: V. KuRoTCHENKO. 
The Uzbek People in the Struggle for Fulfilment and Overfulfilment of the 
Post-war Five Year Plan: 8. Ziaputuaev. Political and Economic 
Reforms in the Chinese People’s Republic: E. Kovatrev. Criticism and 
Book Reviews: The Working Capital of Industrial Enterprises: A. 
BIRMAN. 

No. 2, 1950. Stalin’s Care for the Well-being of the Nation. Priority 
Tasks of the U.S.S.R. Coal Industry: A. ZastapKo. For the Full 
Discovery and Use of Productive Capacity in Industry : V. ALFEEV and 
A. Korotrxov. Problems of Planning the Material—Technical Supply 
of the National Economy of the U.S.S.R.: E. Loxssin. For new 
Successes in the Struggle for High Crop Yields: B. SavewiEv. Im- 
poverishment of the Workers in Capitalist Countries : V. CHERMENSEI. 
Criticism and Book Reviews : The Scientific Study of Problems of Planning 
Transportation : A. Mots. 


Gospodarka Planowa (Polish text). 


JanuaRy 1950. The Methods, Problems and Principles of Planning : 
B. Minc. The Immediate Tasks of Statistics in Democratic Poland : 
Z. Papowicz. The Tasks of the Agricultural Bank: L. Maxowsk1. 
The Introduction of Excess and Unnecessary Credits into Circulation : 
H. Witkowski. from Soviet Economic Experience: Trade Agreements 
as an Instrument for the Fulfilment of State Plans: I. Baranow. The 
Hungarian Six Year Plan. Planning foreign trade in Czechoslovakia : 
P. CZERWINSEI. 

Fresruary 1950. The Preliminary Budget for 1950: L. Kurowsk1. 
The Most Important Technical Problem under the Six Year Plan: I. 
Borespo. The Economic Plan of the Ministry of Agriculture and 
Agricultural Industry : Z. Koxreut. Craft Co-operatives in the 1950 Plan : 
K. Gapomski. Concerning the New Planning Methods for Current 
Accounts: S. Skrzywan and A. Kmiorex. Some Problems of German 
Economy: A. KapuszkiEwicz. From Soviet Economic Experience : 
Personal Saving Accounts—a New Form of Socialist Competition and a 
New Method of Trade Accounts: S. Tatur. Ezaperience of the ‘‘ Red 
Guard” Heavy Metallurgical Factory at Kirovograd :: A. MeRKurov. 


Obzor Ndrodohospoddrsky (Czech text). 

No. 7, Marcu 1950. The State Bank and its functions : L. Cometa. The 
Stock Level in Industry: F. Bernat. The Swedish Cheap Money 
Policy: D. J. 

No. 8, Aprit 1950. A Step Further on Our Road to Socialism : B. SpAétu. 
(A discussion of the Czechoslovak Budget for 1950.) The National 
Accounts: J. Kresét. (A very useful article containing also a good 
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diagrammatical illustration of the formation, distribution and ex- 
penditure of the national income.) Quality Considerations in the Inter- 
change of Goods with other Countries: J. TuGeK. The Economic De- 
velopment of Rumania: M. Franc. 


Each issue contains also short notes on current international and do- 
mestic problems of economic and political interest together with some 
book reviews. 

The Yenching Journal of Social Studies. 


Vou. IV, No. 2, Fepruary 1949. Comparative Security Systems : CHiH- 
Ane Cu1anG. Rural Education in Transition : a study of old-fashioned 
Chinese Schools (Szu Shu) in Shantung and Szechuan ; T’at-Cu’v Liao. 
The Kinship System of the Giarung: Lin YuEH-Hwa. Chinese Frontier 
Diplomacy : the coming of the Russians and the Treaty of Nertchinsk : 
Aenes Fana-Cutn Coen. Kiakhta Boundary Treaties and Agreements : 
Aanes Fanc-Cuin CHEN. 


The Economic Studies Quarterly (In Japanese). 


Vou. I, No. 2, Aprit 1950. Obituary: Professor J. A. Schumpeter : 
Sencut TOsata. Critic on the Keynesian Theory of Employment : 
Yuxicut Kurtmura. Some Remarks on the ‘“‘ Mini-Max Principle” : 
Yuzo Yamapa. Utility, its Mcasurability and Relatedness, reviewed 
from the Probability Standpoint : Srticut NakamuaR. Some Considera- 
tions on Homogeneity and Non-homogeneity in Classical and Keynesian 
Economics: Yosututrro Oxamoto. Notes on Risk, Uncertainty: 
Ryvicurro Tacut. A Method of Quantitative Expression of Marginal 
Conception : MASAAKI YASUKAWA. 


Bank of Tokyo (Quarterly Survey). 

Vou. I, SEPTEMBER 1949. Deflationary Conditions in Japan. Foreign 
Trade of Japan. Overstock in the Export Market. Towards Abolishment 
of Price Adjustment Subsidies. Statistical Section. 

Vout. If, DecemBER 1949. Condition of Japan’s Economic Self-Support. 
Japan’s Security Market and Long-Period Finance. 





NEW BOOKS. 


British. 


The Achievement of 1949 and the Outlook for 1950. London: 
British Iron and Steel Federation, 1949. 10’. Pp. 8. 


[A short account of steel production in 1949, new investment in steel plants, 
the demand for steel and steel prices. Even after the increases of the first 
quarter, British steel was cheaper than that of any large producing country 
except Germany, and in certain cases it was below the German price. The 
targets for 1950 are briefly set out.] 


American Economic AssocraTion. Readings in the Theory of 
International Trade. London: Allen & Unwin, 1950. 8}. Pp. 
xvi + 637. 30s. 


[It is very good to know that the invaluable American Economic Association 
Series of Readings in different branches of economics are to be published, at least 
in some cases, in England, and in consequence to become much more readily 
available for English students. That is particularly welcome in the case of this 
volume, which contains a large number of important articles, not only by American 
but also by European economists; not all of them are readily available even in a 
good library, and few of them are so readily available to a student. The selection, 
by Professors Howard Ellis and Lloyd Metzler, has been well made, and a classified 
ne of additional articles will enable the real specialist to indulge his 
ancies. ] 

No. 239—vOL. Lx. uv2 
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BENNETT (L. G.). Financial Results on 34 Fruit and Market 

Garden Holdings in the Southern Province, 1948-1949. University 

of Reading: Department of Agricultural Economics, 1950. 8’. 
. 6. 





[A roneoed summary of the financial results of thirty-four fruit and market 
garden holdings in the group of southern counties. Sources of income and 
forms of expenditure are analysed in detail, the margin between receipts and 
expenses per acre is in most cases very small, but the labour of the family is 
included in expenses, and it is not possible to judge what the net earnings of the 
family may have been.] 


Bisset (G. B.). Costs and Returns from Wheat Production in 
the Southern Province in 1948. University of Reading : Department 
of Agricultural Economics, 1949. 10’. Pp. 6. 2s. 

[The average net cost of wheat per acre for this sample of thirty farms was 
£13 14s. 5d. The gross returns from grain and subsidy were £24 2s. 9d., with a 
further £1 12s. 11d. for the value of the straw. Only in one case was there a deficit, 
and four farms showed surpluses of over £20 per acre.] 


Bisset (G. B.) and BLacBurn (C. H.). Financial Results on Farms 
in the Southern Province in 1947/48 and in 1948/49. University of 
Reading : Department of Agricultural Economics, 1950. 94’. Pp. 
39. 2s. 6d. 


[An analysis of the farming operations on the farms in the Southern Province 
of England on which Mr. Blagburn based his article published in the Economic 
JOURNAL of March 1950. Valuable tables give not only the usual analyses of 
expenditure and income, but also show the capital and other resources used per 
100 acres and per £100 of net farm output.] 


British Exports and Exchange Restrictions Abroad. London: 
Swiss Bank Corporation, 1950. 84’. Pp. 118. 

[A convenient handbook of information about British trade with different 
countries, small as well as big, giving the figures of British imports from and ex- 
ports to them, the currency and its exchange rate, the necessity or absence of 
import licensing, and other similar data.] 


Cieace (H.). Labour in Nationalised Industry. London: Fabian 
Publications and Victor Gollancz, 1950. 84’. Pp. 40. 2s. 

[This is an Interim Report of a Committee set up by the Fabian Society to 
study the problem of industrial relations under nationalisation. Its immediate 
purpose is to describe what is actually happening in the nationalised industries, 
in the fields of collective bargaining, joint consultation and industrial relations 
generally and to show what are the questions specially needing further investiga- 
tion and report.] 


CuizGce (H. A.). Labour Relations in London Transport. Oxford : 
Basil Blackwell, 1950. 8}. Pp. viii + 188. 15s. 


[To be reviewed.] 


ConNnELL (K.H.). The Population of Ireland, 1750-1845. Oxford : 
Clarendon Press, 1950. 84’’. Pp. xi + 293. 18s. 


[To be reviewed.] 


DevutscHeR (I.). Soviet Trade Unions; their place in Soviet 
labour policy. London and New York: Royal Institute of Inter- 
national Affairs, 1950. 7}. Pp. ix + 156. 7s. 6d. 


[To be reviewed.] 


Fuanvers {A.)._ A Policy for Wages. London: Fabian Publica- 
tions and Victor Gollancz, 1950. 8}. Pp. 31. 1s. 3d. 


[This is a frank and honest discussion of the very real problems of wage- 
determination under conditions of high and stable employment. Not the least 
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of the difficulties pointed out by Mr. Flanders is that the methods of wage de- 
termination appropriate to socialism and high employment may be very different 
from those appropriate to laissez-faire and trade cycles; but in a political de- 
mocracy the institutions must be appropriate to either. Mr. Flanders suggests 
that what is needed is a National Wages Board to supervise decisions of all 
statutory wage-fixing bodies and all voluntary collective agreements, to propose 
reforms of existing wage structures and generally to act as the final and supreme 
arbitration authority. He outlines the principles that might guide such a body 
in adjusting the wage structure to general and particular changes of productivity 
and conditions. ] 


Forp (P.) and Tuomas (C. J.). A Survey of the Industrial Pros- 
pects of the Southampton Region. Oxford: Blackwell, 1950. 84’. 
Pp. 67 


[Prof. Ford and Mr. Thomas made this short survey of the Southampton 
Region at the request of the Borough Council and as an introduction to the future 
planning of the development of Southampton. They start with the difficult 
task of guessing the future population. They have rightly assumed that the 
changes will be not widely different from those of the country as a whole. They 
then proceed to a detailed and most interesting analysis of the industrial activity, 
employment and prospects of the area. Some 30% of all employment comes from 
overseas trade and capital goods construction, with obvious risks of unemploy- 
ment. With the decasualisation of dock labour, one main source of seasonal 
unemployment has disappeared. But ship-repairing is likely again to revert to 
its pre-war seasonality and the final verdict is that more diversification of industry 
is desirable. The building labour force is inadequate to restore the town and 
provide new industries with factories, and the building of the new oil refineries 
must depend on temporarily imported labour. The building labour may, perhaps, 
be strengthened from redundant shipyard labour, of which there is about a 15% 
surplus. Attempts to estimate possible employment and to compare it with the 
available labour force for 1962 suggest a small deficiency of labour. It is not clear, 
however, what allowance the authors have made for manpower economies due to 
technical progress. ] 


FREEMAN (T. W.). Ireland: its physical, historical, social and 
economic geography. London: Methuen, 1950. 84’. Pp. xiv + 555. 
32s. 6d. 

[A useful geography text-book of Ireland, which includes chapters on historical 
geography, population, settlement, agriculture, industry, trade and communica- 
tions which may be of value to students of economics. ] 

Fuel Efficiency in the Steel Industry. London: British Iron and 
Steel Federation, 1950. 10’. Pp. 10. 

[A study of the economies achieved during the past thirty years in fuel 
consumption in steel-making. In 1924, the coal equivalent of fuel used to make 
1 ton of finished steel was 64 cwt. By 1938 it was down to 4l cwt. By 1949 it 
had been reduced to 37 cwt.] 

Grerpanvs (T.). The Value of Money. London: Staples Press, 
1950. 84’. Pp. vii + 394. 2ls. 


[To be reviewed.] 


Hanson (E. P.). New Worlds Emerging. London: Gollancz, 
1950. 8}. Pp. xx + 385. 16s. 
[To be reviewed.] 


HoaBeEn (L.). Chance and Choice by Cardpack and Chessboard. 
An introduction to probability in practice by visual aids. Vol. I. 
London : Max Parrish, 1950. 10’. Pp. 417. 50s. 

[To be reviewed.] 


Issawt (C.). An Arab Philosophy. Selections from the Prole- 
gomena of Ibn Khaldun of Tunis (1332-1406). London: John 
Murray, 1950. 643’. Pp. xiv-+ 190. 6s. 


[This volume, by a scholar with a distinguished record at Oxford and now 
Professor in Beirut, contains extracts in English from Ibn Khaldun’s writings, 
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dealing with different aspects of the human and social sciences. Successive 
chapters contain extracts dealing with method, geography, economics, public 
finance, population, society and the state, religion and politics, knowledge and 
society, the theory of being and the theory of knowledge. Mr. Issawi has had 
the good sense to translate into a style and terminology familiar to students of the 
social sciences. But it is not only Mr. Issawi’s skill, but the genius of Ibn 
Khaldun which makes this a most interesting and unusual discovery, much helped 
by a useful introduction.] 


JACKSON (G.). Canada’s Export Prospects with especial reference 
to Lumber and Timber. Toronto: Canadian Lumbermen’s Associa- 
tion, 1950. 10}. Pp. 29. 


[This address opened a discussion before the Canadian Lumbermen’s Associa- 
tion during February 1950. The author was primarily concerned with the 
prospects of Canadian exports to the U.S.A. and to the U.K. As compared 
with the four years before the war, the volume of exports in the first four post-war 
years to the U.S.A. had doubled and those to the U.K. had increased by about 
6%. This naturally leads the author into broader questions of the U.K. balance 
of payments, the sterling balances, British politics and U.S. tariff policies. ] 


KeyNES (FLORENCE A.). Gathering up the Threads. Cambridge : 
Heffer, 1950. 84’. Pp. 120. 12s. 6d. 


[This charming volume of family history by Lord Keynes’s mother ought 
to be in the hands of all who are interested in Keynes as a person. She traces 
the history of both sides of the family. It may be news even to those who had 
been regaled with his family history to hear that Keynes’s maternal great-great- 
great grandfather was killed in a smuggling affray with the revenue men near 
Lancing in 1768; the family predilection for free-trade is clearly of long-standing. 
It is perhaps characteristic of the age that the son, Keynes’s great-great grandfather, 
used a legacy from his uncle, head of the smuggling organisation, to be trained for 
the Nonconformist ministry. There is printed here in considerably more detail 
much of the biographical material which, thanks to Mrs. Keynes, was included in 
Prof. Robinson’s obituary of Lord Keynes, published in the Economic JouRNAL 
of March 1947.] 


Levy (A. B.). Private Corporations and their Control. 2 vols. 
London: Routledge & Kegan Paul, 1950. 84. Pp. x + 916. 70s. 


[To be reviewed.] 


Marsu (A. I.). Contrasts in Agricultural Price Policies. Uni- 
versity of Oxford: Institute for Research in Agricultural Economics. 
1950. 8}. Pp. 30. 1s. 6d. 


[This paper sets out to consider the general problems of agricultural prices 
and incomes and to illustrate the methods of control from the U.S.A., as an 
example of a large self-sufficient country with exportable surpluses, New Zea- 
land, as an agricultural exporter and the United Kingdom as a country with a 
domestic agriculture but primarily dependent on imports.] 


MaRSHALL (T. H.). Citizenship and Social Class and other essays. 
London: Cambridge University Press, 1950. 7}. Pp. 155. 
10s. 6d. 

[To be reviewed. ] 


Maunper (A. H.). An Outline of Economic Principles in Farm 
Organization and Management. University of Oxford: Institute for 
Research in Agricultural Economics, 1950. 8}. Pp. 21. 2s. 


[Farm organisation is defined as the formulation of policy as distinct from 
farm management—its execution. The pamphlet briefly discusses various 
problems of organisation and the decisions to be made: the products or combina- 
tions of products to be produced, the best combination of factors for their pro- 
duction, the best combination of enterprises (such as wheat, sheep, poultry) and 
the extent to which they are alternatives or supplementary or complementary 
to each other, the adjustment of farming output to changes of prices. A few 
final pages touch briefly on problems of management, such as labour supply, 
capital and marketing. ] 
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MEINHARDT (P.). Inventions, Patents and Monopoly. 2nd 
edition. London: Stevens, 1950. 84’. Pp. xvi + 320. 30s. 


[This book, written by a lawyer for lawyers, discusses nevertheless in broader 
terms, and with a knowledge of some of the economic literature of the subject, 
the problems of the making of inventions, the rewards of inventors and originators, 
the nature of patents, the characteristics of a patentable invention, the main- 
tenance of a patent, litigation and finally the prevention of abuses of patent 
monopoly. This new edition was finished after the report of the Swan Com- 
mission became available and takes account of its recommendations. } 


Mouuetr (J. A.). Financial Results of Grazing Cattle in the 
South Midlands in 1949. University of Reading: Department of 
Agricultural Economics, 1950. 104’’. Pp. 9. 2s. 


[This survey shows that seventeen out of nineteen farms showed a profit on 
grazing cattle (averaging slightly over £3 10s.) during the unfavourable season 
1949. The net margin was considerably higher on steers and heifers than on 
cows. ] 


Mounsut (M. C.). Comparative Wage Levels, Agricultural and 
Industrial. Bombay: Hind Kitabs, 1950. 8}. Pp. 57. Rs. 2/8. 


[This short paper—described by its author as a “ fragment ’’—sets out for a 
number of countries the comparative trends of industrial and agricultural wages, 
covering in most cases the years 1929-43. Comparison is made, so far as statistics 
permit, with similar trends in India.] « 


The Nuffield Foundation, Fifth Report. Oxford: University 
Press, 1950. 84’’. Pp. 85. 


[An account of the work supported by the Nuffield Foundation during the 
year ending March 31, 1950.] 


PASDERMADJIAN (H.). Management Research in Retailing. 
London : Newman Books, 1950. 84”. Pp. xii+ 177. 16s. 


[To be reviewed.] 


The Pattern and Finance of Foreign Trade. With special reference 
to the City of London. London: Europa Publications (for the 
Institute of Bankers), 1949. 84. Pp. 231. 15s. 


[This book prints a series of lectures delivered to the Institute of Bankers 
International Summer School at Christ Church, Oxford, during September 1949. 
A distinguished group of lecturers included the President of the Board of Trade, 
Prof. Sir Hubert Henderson, Prof. R. G. Hawtrey, Prof. M. G. Kendall, Mr. 
Marcus Fleming, Mr. Paul Bareau, Mr. Manning Dacey, Mr. Maurice Magrah, 
Mr. Leslie Gamage, Mr. L. K. O’Brien, Mr. H. L. Fraser and Sir Philip 
D’Ambrumenil. All the lectures dealt with aspects of the problem of international 
trade, or with the closely relevant problems of financial policy.] 


People and Paint. Slough: Imperial Chemical Industries, 1950. 
83”. Pp. 81. 

[A field survey, by Mass-Observation, of the views of house-wives on the 
subject of paint finishes and colour in the home.] 


Ratstrick (A.). Quakers in Science and Industry. London: 
Bannisdale Press, 1950. 8}'’. Pp. 361. 21s. 


[To be reviewed.] 


Rep (D. C.). Money and Organisation. London: Macdonald & 
Evans, 1950. 84’. Pp. ix + 128. 10s. 


(This is a clear account of the effects of the inflations of the two recent wars 
on money balances and the British banking system. The terminology, however, 
is awkward, for it will surely become inconvenient soon, if it is not already, 
to use ‘‘ normal” as descriptive of conditions prior to 1914. One unfortunate 
omission is any reference to the high marginal efficiency of capital among the 
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reasons for the failure to maintain the Daltonian 24% yield basis for gilt-edged. 
Indeed the version of Koynsian interest theory given here is incomplete because 
it fails to include the motives for borrowing money for real investment. The 
rates for lending on overdraft charged to-day by British banks are surely no 
longer ‘‘ regulated by the Bank of England’s official rate of discount on com- 
mercial bills ’’ (p. 109).] 


Riou (E. E.) (Ed.), assisted by Jonnson (A. M.). James Isham’s 
Observations on Hudson’s Bay, 1743, and Notes and Observations on a 
Book entitled “A Voyage to Hudson’s Bay in the Dobbs Galley,” 
1749. London: Champlain Society for the Hudson’s Bay Record 
Society, 1949. 94’. Pp. xcix + 352 4+ x. 


[This new volume in the Hudson Bay series is mainly filled by the observations 
of Hudson’s Bay written by James Isham, who was at York Factory, with 
intervals, from 1732 to 1761.] 


Répxke (W.). The Social Crisis of our Time. London: William 
Hodge, 1950. 8}. Pp. 260. 15s. 


[To be reviewed. ] 


SamMvugEx (F.). Economic Potential of Colonial Africa. London: 
United Africa Company, 1950. 94’. Pp. 19. 


[An address by the Managing Director of the United Africa Company to the 
Royal Empire Summer School. He suggests that, if political developments move 
too far ahead of economic developments, there is a danger that the African 
peoples will find themselves in the end little, if any, better than the Kingdom of 
Ethiopia. Africa, for even a modest increase of income per head, needs great 
capital investment and great improvements in education and medical services. 
All three of these depend at present on substantial outside aid.] 


The Scope Year Book of Industry, Trade and Finance, 1950. 
London: Scope Books, 1950. 84’. Pp. 645. 45s. 


[This is a new year-book of industry, trade and finance. It is best described 
as half-way between Whitaker’s Almanack and the Statesman’s Year-book with a 
great deal of material that is not to be found in either. It begins with a review 
of 1949, first in general and then in terms of the principal industries. It then goes 
on to the commercial situation, at home and abroad, the commodity markets, 
the Stock Exchange, banking and credit, the budget controls, labour relations 
and so on. There follows a diary of the year with main events all chronicled. 
Next follow sections giving for all the main government departments, semi- 
ublic bodies, trade associations, trade unions, professional bodies and the like, 
fista of offices and names of service officials. There follows a section of useful 
data regarding foreign countries and international organisations. Finally, a 
statistical section carries the essential figures, first for the U.K. and then for 
foreign countries, of national income, population, production, finance, prices, 
trade and the balance of payments. The whole would seem to be done at a high 
level of economic competence and to make a really useful work of reference.] 


Statistical Statements relating to the Co-operative Movement in 
India for the year 1947-48. Bombay: Reserve Bank of India, 1950. 
13’. Pp.20. Rs. 2. 


(The Working Capital for All-India in 1947-48 was Rs. 171 crores as compared 
with Rs. 156 crores a year earlier—Rs. 105 crores for the average of 1935-40.] 


Steel: the post-war record. London: British Iron and Steel 
Federation, 1950. 10”. Pp. 15. 


[A popular account of the recent achievements of the British iron and steel 
industry. It contains a quantity of useful statistical material.] 


THomson (D. F.). Economic Structure and the Ceremonial 
Exchange Cycle in Arnhem Land. Melbourne and London : Macmillan, 
1949. 8}. Pp. 106. 12s. 6d. 

[To be reviewed.] 
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Trustee Savings Banks Year Book. Fakenham: Wyman & Sons 
(for the Trustees Savings Banks Association), 1950. 7”. Pp. 155. 


[A directory and who’s who, with a statistical section showing deposits in 
each branch. ] 


Tuck (R. H.). Some Aspects of the Economic Structure of Dairy 
Farming in the Southern Region of the Milk Marketing Board. Uni- 
versity of Reading: Department of Agricultural Economics, 1950. 
83’. Pp. 20. 2s. 6d. 


[The author of this pilot study suggests that for the intelligent implementation 
and assessment of agricultural policy, two types of information are necessary : 
the relative importance and contributions to total output of different types of 
farms; the probable effects on these different types of changes in conditions, 
prices and other incentives. The study is primarily concerned to enlarge know- 
ledge of the first kind in relation to milk production.] 


United Kingdom Policy : Foreign, Strategic, Economic. London : 
Royal Institute of International Affairs, 1950. 74’. Pp. 101. 4s. 

[This consists of three papers prepared for the Commonwealth Relations 
Conference held at Bigwin Inn in Canada in September 1949. Sir Charles 
Webster writes on British Foreign Policy. Major-General Sir Ian Jacob dtals 
with the United Kingdom’s Strategic Interests. Prof. E. A.G. Robinson writes on 
the United Kingdom’s Economic Problems. Prof. Robinson stresses the fact that 
the problems with which the United Kingdom now has to deal have emerged 
progressively over the past half century, and have been made more acute, but 
in no sense have been created, by the war.] 


Wuittans (G.). Whillans’s Tax Tables, 1950-51. London: 
Butterworth, 1950. 94’’. 38. 6d. 


[A stiff cardboard sheet of tax rates since 1938-39, allowances, surtax rates, 
double taxation agreements, rates of estate duty and other useful information. 


WILLIAMS (GERTRUDE). Economics of Everyday Life. Harmonds- 
worth : Penguin Books, 1950. 7’. Pp. 248. 1s. 6d. 


[To be reviewed. ] 


Wutson (T.). Modern Capitalism and Economic Progress. London: 
Macmillan, 1950. 74’. Pp.274. 12s. 6d. 


[To be reviewed. ] 


Woop (A.). The Groundnut Affair. London: Bodley Head, 
1950. 8. Pp. 264. 12s. 6d. 


(This is the book which provoked a political crisis. It is not difficult to see 
why. But it is difficult for anyone who was not in the thick of things to judge 
the rights and the wrongs. The book, apart from a wholly unnecessary pre- 
liminary excursus into Malthus, Marxism and Darwinism, is a business-like but 
vigorous and pointed account of events. It is not wholly unsympathetic to 
Mr. Strachey. Indeed, it becomes clear that the author’s sympathies are with 
the Labour Party. It is highly critical of Plummer in certain respects. But the 
main impression it gives is of an heroic attempt to deal with the short-term 
problems of oil-shortage which acquired a momentum of its own and could never 
be reduced again to orderly progress. ] 


Your Future. What to be and How. Jersey: Rotary Club, 
1950. 84’. Pp. 41. 


[A useful guide to possible occupations addressed to the boy or girl leaving 
school.] 


Yue (G. Upny) and Kenpaut (M. G.). An Introduction to the 
Theory of Statistics, 14th edition. London: Charles Griffin, 1950. 
9”. Pp. xxiv+ 701. 34s. 


[To be reviewed. ] 
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American. 


Apams (W.) (Ed.). The Structure of American Industry. Some 
case studies. New York and London: Macmillan Company, 1950. 
8”. Pp. viii + 588. 36s. 

(The editor of this book sets out to provide a series of industrial case studies 
for the illumination of American economic structure. Different writers describe 
and analyse some ten industries in addition to agriculture, shipping and air 
transport. These include cotton textiles, bituminous coal, steel, house-building, 
chemicals, cigarettes, films, milk, tin cans and glass containers. The authors 
are, or have been, teachers of economics. The approach is that of the economist 
and the treatment in each case independent and unbiased. Thus the book 
escapes that curious aroma of special-pleading by specialists from which many 
such books suffer. If there is a ail of monopoly, it is allowed to reach our 
nostrils. We hear about price-leadership and anti-trust cases, and the structure 
of the industry is discussed from the angle of public interest. Finally, Prof. 
Corwin Edwards of the Bureau of Industrial Research of the Federal Trade 
Commission writes on Public Policy in a Free Enterprise Economy and Prof. 
Illingsworth on Organised Labour. A valuable book which might have uses as 
a text-book.] 


ARAKELIAN (A.). Industrial Management in the USSR. ‘Trans- 
lated by E. L. Raymond. Washington D.C.: Public Affairs Press, 
1950. 9”. Pp. 168. $3.00. 

[To be reviewed. ] 


Bestor (A. E.). Backwoods Utopias. The sectarian and Owenite 
phases of communitarian socialism in America 1663-1829. Phila- 
delphia: University of Pennsylvania Press (London: Geoffrey 
Cumberlege), 1950. 9’. Pp. 288. 28s. 

[To be reviewed.] 


BrapsuHaw (T. F.). Developing Men for Controllership. Boston : 
Graduate School of Business Administration, Harvard University, 
1950. 8”. Pp.x+ 231. $3.25. 

[To be reviewed. ] 


Brown (W. A.). The United States and the Restoration of 
World Trade. An analysis and appraisal of the ITO Charter and the 
General Agreement on Tariffs and Trade. Washington D.C.: Brook- 
ings Institution, 1950. 9’. Pp. xiii + 572. 

[To be reviewed. ] 


CuaneG (PErI-Kana). Agriculture and Industrialization. Harvard 
Economic Studies, Vol. LXXXV. Cambridge, Mass.: Harvard 
University Press (London: Geoffrey Cumberlege), 1949. 8}. Pp. 
xii + 270. 27s. 6d. 


[The author of this book makes an attempt to survey the whole vast field of 
the relationships between the industrial and agricultural sectors of an economy 
in the process of industrialisation, with special reference to the problems of his 
native China. The general structure of the work is that first some of the theoretical 
problems are explored, then historical experience is drawn on to illustrate the sort 
of changes that have taken place in the past—the rate of growth of industrial 
production at various times in a number of countries such as the U.K., the U.S. 
and Japan for instance—and finally some of the more specific proble1 ms of in- 
dustrialisation of a country like China are considered. Although the historical 
sections are particularly interesting, there seem to be too many omissions (e.g., 
no distinction between countries with rapidly increasing pressure of population 
on the available supply of land and those with vast undeveloped areas and no 
discussion of the crucial question of the rate of voluntary saving) to justify his 
claim to be comprehensive. The tendency to drag in every possible theoretical 
concept, of however little relevance, also impairs the general treatment of his 
subject. The rough tools of Adam Smith might have been found to have a 
keener cutting edge than these “‘ endless fantastic patterns of tangencies and 
intersections,’’ as Professor Robertson has recently called them. ] 
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Coz (A. H.). The Great Mirror of Folly (Het grooet tafereel der 
Dwaasheid). An Economic-Bibliographical Study. Boston, Mass. : 
Harvard Graduate School of Business Administration, 1949. 10}’. 
Pp. 40. 

[The Tafereel is made up of satirical plates, together with the charters of 
important companies floated in various Dutch cities during the period of bubble 
fever associsted in England with the South Sea Bubble and in France with the 
Mississippi Bubble. The identity of the compiler and the places of publication 
are unknown. The volume evolved from time to time, and no two known copies 
are absolutely identical. Prof. Cole is primarily concerned with the bibliographical 
mysteries, but he suggests that the existence of this volume, and its continual 
reappearance in each speculative crisis, may have contributed to the long delay 
in the evolution of the corporation in the Netherlands.] 


CorricAN (J. L.). Management and Management’s Rights to 
Manage in Industrial Relations, a Study in Differences. Washington 
D.C. : Catholic University of America Press, 1950. 9’. Pp. x + 233. 

[A Ph.D. Thesis of the Catholic University of America.] 


DavuGHerty (C. R.) and (Marion R.). Edited by E. S. Furniss. 
Principles of Political Economy. 2 vols. Chicago: Mifflin Company, 
1950. 93”. Pp. xv + 1125 + xi. 

[To be reviewed.] 


DERBER (M.) (Ed.). Industrial Relations Research Association. 
Proceedings of the Second Annual Meeting. Champaign, Illinois : 
Industrial Relations Research Association, 1950. 9’. Pp. 299. 

[This contains the papers read to the Second Annual Meeting of the Association 
held in December 1949, under the Presidency of Dr. Sumner Slichter. They 
fall into five main groups: (1) Labour and the Public Interest. (2) Can Capital- 
ism dispense with Free Labour Markets? (3) Crucial Issues in the Pension 
Problem. (4) Economic Power Blocs and American Capitalism. (5) Measure- 
ment of Employee Attitudes.] 


Dickinson (F. G.) and WELKER (E. L.). Infant Deaths and Still- 
births in Leading Nations. Chicago: American Medical Association, 
1950. 113”. Pp. 17. 

[A detailed analysis of the causes of infant mortality both for the individual 
States of the U.S.A. and for other countries, where comparable figures can be 
obtained. ]} 

DvuESENBERRY (J.S.). Income Saving, and the Theory of Consumer 
Behavior. Cambridge, Mass.: Harvard University Press (London : 
Geoffrey Cumberlege), 1950. 84”. Pp. 128. 16s. 

[To be reviewed.] 


Everest (A. 8.). Morgenthau, the New Deal and Silver. New 
York : Columbia University, King’s Crown Press (London: Geoffrey 
Cumberlege), 1950. 84’. Pp. viii + 209. 22s. 6d. 


[This book is best described as a case study of pressure groups in Congress. 
The policies designed to appease these groups at home caused chaos abroad, 
and the author is led to study, first (with the help of Henry Morgenthau’s papers) 
the attempts of the U.S. Treasury to steer a middle course, and secondly, the 
repercussions on Latin America, China, India and the measures by which the 
U.S. tried to mitigate these, and finally the war-time consequences. ] 


Grant (M.). Aspects of the Principate of Tiberius. New York : 
American Numismatic Society, 1950. 9”. Pp. xviii + 199. $5.00. 


[This is best described as a volume of historical comment on the colonial coinage 
issued outside Spain. The coinages of Western Europe, Africa, Macedonia, 
Epirus and Achaia and the Eastern Provinces are described in turn, and the 
character, occasions of issue and the extent of the coinage is analysed. The book 
is replete with all the meticulous scholarship and accurate learning that one 
associates with the work of Prof. Grant.] 
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HARTLAND (PENELOPE C.). Balance of Interregional Payments of 
New England. Providence, Rhode Island: Brown University, 
1950. 11”. Pp. 125. 


[This roneoed document represents a most interesting attempt to estimate 
the balance of payments between New England and the rest of the world, including 
the rest of the United States. The trade figures were based on commodity 
movements across the boundaries of New England by rail, water and truck. 
As the result of the activities of the Interstate Commerce Commission far more 
data exist of railway movements than would be available for any comparable 
region of this country. Road movements had to be estimated from traffic 
censuses and the sample of inquiries made in connection with it into the type, 
source and destination of loads. Attempts are also made to calculate the in- 
visibles, including New England’s large export of education and recreation. 
Data are also available for interest and dividends on a ‘‘ where received”’ basis, 
and a comparison of these with the payments made for use of capital, as shown 
in tax returns, enables the net inflow from outside to be estimated. This pioneer 
work is of great interest for anyone who may be attempting similar work else- 
where. ] 


Hazuitt (H.). Illusions of Point Four. Irvingtcn-on-Hudson, 
New York : Foundation for Economic Education, 1950. 7}’’. Pp. 48. 
50 cents. 


[The main argument of this political pamphlet is that any international 
capital movements achieved through Point Four are merely diversions from 
private to public channels, and that such diversions are likely to mean that a 
fixed stock of capital is used in less-desirable ways. ‘‘It cannot be doubted 
that the potential private funds for foreign investment exist in ample amount 
there. It is merely necessary for would-be borrowers abroad to make their 
policies and their political and economic climate sufficiently attractive to our 
private investors.’’] 


HoFrsoMMER (H.) (Ed.). The Social and Economic Significance 
of Land Tenure in the Southwestern States. A report of the Regional 
Tenure Research Project. North Carolina University Press (London : 
Geoffrey Cumberlege), 1950. 9’. Pp. ix + 666. 48s. 


[This is a large and comprehensive study, by the expert personnel of the 
State Agricultural Colleges of Arkansas, Louisiana, Texxs, Oklahoma and 
Mississippi. The problems it handles are those of the relation of land tenure to 
farm organisation and particularly to the performance of farm families. Such 
issues as size of farm, crop organisation, capital investment, livestock on the 
farm, farm equipment, farm income are each in turn analysed and related, 
so far as possible, to the types of tenure. At the same time the reasons for 
different types of tenure are carefully examined. Many ready-made and easily 
accepted judgments are proved to be untenable, and the causes of success or failure 
are found to be ascribable to many other factors besides the forms of land tenture.] 


Hvusparp (J. C.). Creation of Income by Taxation. Cambridge, 
Mass.: Harvard University Press (London: Geoffrey Cumberlege), 
1950. 84’. Pp. xi + 239. 25s. 


[To be reviewed.] 


Hurrr (G. B.). Social Aspects of Enterprise in the Large Corpora- 
tion. Philadelphia: University of Pennsylvania Press, 1950. 8}’’. 
Pp. 137. $2.00. 


[To be reviewed.] 


Investment for Jobs. Washington, D.C.: Chamber of Commerce 
of the United States, 1950. 74’. Pp. 36. 25 cents. 


[This pamphlet asks the question ‘‘ What investment is necessary to provide 
for the growth of U.S. population and employment if everyone is to get a jeb?” 
At current replacement cost, capital per head in manufacturing is estimated at 
$10,000 per job; in public utilities the figure is much higher. The annual net 
increase in the labour force is about 600,000. Thus the investment to maintain 
the existing capital per head is about $6 billion. In addition, nearly 1 million 
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workers are released annually for new employment by technical progress. There 
are also declining industries. Clearly something like $15—20 billion a year of 
new investment is required. The pamphlet argues that tax reductions and adjust- 
ments are necessary to secure this.] 


KereEzER (D. M.) and Associates. Making Capitalism Work. A 
program for preserving freedom and stabilizing prosperity. New 
York and London : McGraw-Hill, 1950. 8’. Pp. ix + 316. 30s. 

[To be reviewed.] 


Kiwmet (L. H.). Taxes and Economic Incentives. Washington, 
D.C.: Brookings Institution, 1950. 9”. Pp.x-+ 217. $2.50. 
[To be reviewed. ] 


Kress Library of Business and Economics, 1938-1949. Boston, 
Mass.: Harvard Graduate School of Business Administration, 1950. 


9”. Pp.8. 
[An annual report by Dr. A. H. Cole on the activities of the Kress Library 
and some of the acquisitions to its collections.] 


Lez (M.W.). Tax Structure of the State of Washington. Pullman, 
Washington: State College of Washington Press, 1950. 9’. Pp. 
viii + 134. Paper 50 cents. Cloth $2.50. 


(The purpose of this survey is an objective analysis of the tax structure of the 
State, to enable revenue to be increased equitably and with least burden. Each 
of the main sources of revenue is considered in turn, and the burden in the State 
of Washington is compared with that in other States. The State of Washington 
is shown to be more dependent than any other State on its sales tax, which is in 
the nature of things regressive in its incidence.] 


Lutz (F. A.) and (VERA C.). Monetary and Foreign Exchange 
Policy in Italy. Princeton University Press (for International Finance 
Section) (London : Geoffrey Cumberlege), 1950. 9”. Pp. 46. 6s. 6d. 


[This interesting short study of Italian financial and economic policy over the 
past few years deals with a number of controversial points that have greatly 
interested economists. The authors defend the official deflationary policy against 
its critics. They hold that unemployment is principally due to long-term structural 
forces—and particularly to population growth uncompensated by emigration. 
The root cause, they argue, is that Italian labour will not accept employment 
at the real wages which employment with the present capital stock would yield ; 
that only increased investment and capital stock will increase real incomes; 
that in Italy, inured to inflation, the net volume of savings is decreased and not 
increased by inflation, owing to flights into commodities; that in consequence 
forced saving is impracticable and voluntary saving, through confidence in the 
currency—which meant stability of the dollar exchange—was the right and only 
sensible objective, even if it meant some structural unemployment while voluntary 
saving and a willingness to invest in the right ways was being re-created. The 
authors also have interesting comments to make on the equally controversial 
sterling cross-rate issue. ] 


Mace (M. L.). The Growth and Development of Executives. 
Boston: Graduate School of Business Administration, Harvard 
University, 1950. 8’. Pp. x-+ 200. $3.25. 


[To be reviewed.] 


Morten (C. G.). Mexican Silver and the Enlightenment. Phila- 
delphia: University of Pennsylvania Press (London: Geoffrey 
Cumberlege), 1950. 9’. Pp.90. 16s. 


[This monograph is concerned with the successes, failures and lessons learned by 
a@ mission of European scientists and mining technicians sent in 1778 to study 
the methods of mining silver, in order to increase production, since Spain de- 
pended on it for much of its revenue. As a background the author gives an 
account of native mining before the Conquest and describes mining and science 
in Mexico in the seventeenth and eighteenth centuries.] 
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Preruorr (H. S.). Puerto Rico’s Economic Future. University 
of Chicago Press (London : Cambridge University Press), 1950. 9}. 
Pp. xviii + 435 and illustrations. 36s. 

[This large and very thorough study of the economy of Puerto Rico has been 
made under the auspices of the Social Science Centre of the University of Puerto 
Rico. Prof. Perloff starts with a brief historical background and then proceeds 
to a very thorough and detailed analysis of resources, structure, the dominant réle 
of sugar, agricultural and manufacturing trends, the economic ties with the U.S.A., 
foreign trade, patterns of employment and wages and of incomes and expenditures. 
Next follows a section on the acute population problems. Finally, he tackles the 
problem of planned economic development, with special reference to agricultural 
adjustments and industrial expansion.] 


Quaker Work among Arab Refugees undertaken for the United 
Nations. Philadelphia: American Friends Service Committee, 1950. 
84. Pp. 32. 

[A short account of the distribution of relief among Arab refugees in the 
Gaza strip.] 


Scuuitz (T. W.). Production and Welfare of Agriculture. New 
York and London: Macmillan, 1950. 8’. Pp. xi + 225. 
[To be reviewed. ] 


ScovitLtE (W. C.). Capitalism and French Glassmaking, 1640- 
1789. Berkeley and Los Angeles: University of California Press 
(Cambridge University Press), 1950. 10’. Pp. vii + 210. 18s. 9d. 

[To be reviewed. ] 


Steadier Jobs. An action program for management. Washington 
D.C. : Chamber of Commerce of the United States, 1950. 9’. Pp. 18. 
25 cents. 


[After briefly arguing the case for eliminating seasonal unemployment and 
slack periods, wherever this is practicable, the pamphlet goes on to set out under 
various heads—marketing and sales, production, personnel policies—the means 
by which seasonal fluctuations can be diminished. ] 


Swann (Nancy Lee) (Translated and annotated by). Food and 
Money in Ancient China. (Han Shu 24). Princeton University Press 
(Oxford University Press), 1950. 93”. Pp. xiii + 482. 63s. 

[To be reviewed. ] 


WENbDzEL (J. T.). Perspective for Business Expansion. A 
memorandum to Kalamazoo Businessmen. Kalamazoo, Michigan : 
W. E. Upjohn Institute for Community Research, 1949. 9’. Pp. 16. 


[This represents an attempt by one firm to foresee the characteristics of the 
world for which it must now plan its own production and extensions of capacity. 
The results are published for the benefit of others. On the basis of known popula- 
tion growth and reasonable assumptions (granted continued high levels of employ- 
ment) about persons occupied and output per head, the total U.S. national 
income of 1970 may be more than 70% greater than that of 1948 at similar prices, 
and income per head some 40% greater. If an economist is to comment, he 
would probably say that these estimates are as good as can be made if what one 
is concerned with is full-employment income and expenditure. It would be easy, 
however, to visualise a world in which full employment did not exist, in which, 
through lower investment, the gradient of progress was much less, and the 
a pa of marginal investment made on the basis of these estimates in serious 

oubt.] 


Woopwortu (G. W.). The Monetary and Banking System. New 
York and London : McGraw-Hill, 1950. 9. Pp.xiv + 588. 42s. 6d. 
[A thoroughly useful university text-book on the massive scale but at a fairly 


elementary level. It covers the whole field, including the functions of money, 
monetary systems and standards, the origins and the history of banking, the 
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financial developments of this century, the Federal Reserve system, bank notes 
and deposits, clearings, the problems of liquidity, banking advances and 
investment, the determination of the price level, the velocity of circulation, 
long-term price-trends, the business cycle and theories of production and em- 
ployment, foreign exchanges, the money market, international finance, fiscal 
policy and monetary management. It is essentially an American book, dealing 
with American conditions; while it has great virtues for its own purpose, and is 
well worth study for the way it presents problems, it is perhaps too perfectly 
American to make a good English text.] 


French. 


BerreLHem (Cu.). L’Economie Soviétique. Paris: Recueil 
Sirey, 1950. 10’. Pp. 472. 1,600 fr. 
[To be reviewed. ] 


Institut National de la Statistique et des Etudes Economiques. 
L’Asie Soviétique. Paris: Presses Universitaires de France, 1949. 
94”. Pp. 232. 

(To be reviewed.] 


LecErR (C.). La Démocratie industrielle et les comités d’entreprise 
en Suéde. Paris: Armand Colin, 1950. 9’. Pp. 227. 350 fr. 
[To be reviewed.] 


Marantz (M.). Le Plan Marshall, Succés ou Faillite? Paris: 
Marcel Riviére, 1950. 9’. Pp. 268. 320 fr. 
[To be reviewed. ] 


Belgian. 


JACQUEMYNS (G.). Les Radiesthésistes devant l’Opinion Publique. 
Brussels : Institut Universitaire d’Information Sociale et Economique, 
1950. 9’. Pp. 55. 

[A sample investigation designed to discover how far the public believes in 
and resorts to witch-doctors of one kind or another for such purpes®s as water 
divination, the prediction of the sex of an unborn child, to get in touc: with the 
dead, to discover the nature of a disease. Nearly half the sample pupulation 
believed that certain people can divine water. About a quarter believed in 
extraordinary powers to discover diseases. Only 10-15% believed in the other 
abnormal powers. ] 


German. 


BrypErR (R.). Die Belastung durch die persénliche Einkommens- 
teuer in Deutschland, England und den Vereinigten Staaten. Kiel : 
Institut fiir Weltwirtschaft, 1950. 8”. Pp. vii + 196. DM. 15. 

[To be reviewed. ] 

Déremunp (H.). Die Mittel der Industriestandortlenkung und 
die Grenzen ihrer Anwendbarkeit. Bremen-Horn: Walter Dorn, 
1950. 8”. Pp. 127. DM 4. 


[To be reviewed. ] 


Lebensfahigkeit und Vollbeschaftigung. Kiel: Institut fiir Welt- 
wirtschaft, 1950. 114”. Pp. 55. 

[To be reviewed.] 

Pate (R.). Der Weltgetreidemarkt nach dem zweiten Weltkrieg. 
Berlin: Paul Parey, 1950. 8’. Pp. 233. 
[To be reviewed. ] 
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Srisser (R.). Standort und Planung der deutschen Kraftfahrzeug- 
industrie. Bremen-Horn: Walter Dorn, 1950. 8”. Pp. 84. 


[To be reviewed. ] 


Weser (A.). MHauptfragen der Wirtschaftspolitik. Berlin: 
Duncker & Humblot, 1950. 9”. Pp. x + 374. DM 15. 


[To be reviewed.] 


Italian. 


Fossati (E.). Ricerche sui contributi inglesi alla teoria della 
moneta. Vol. I. Florence: Case Editrice del Dott. Carlo Cya, 1940. 
10”. Pp. 263. 301. 


[To be reviewed. ] 








GamBINo (A.). Problemi della politica creditizia. Milan: Uni- 
versitaé Commerciale Luigi Bocconi, 1948. Pp. 155. 7001. 


[This volume consists of reprints, without alteration, of articles contributed to 
the Giornale degli Economisti by Prof. Gambino between August 1935 and April 
1948. It is somewhat misleadingly entitled Problems of Credit Policy, since it is 
primarily concerned with broad theoretical issues, such as the sense, if any, in 
which it can be held that banks can create credit; the relation between bank 
credit and capital formation, and between saving and consumption, and similar 
questions. Prof. Gambino writes well and sensibly, taking a balanced position 
between the views of the opposing schools of thought on these matters. Like 
many other continental economists he devotes a considerable amount of space 
to the pioneer work of B6hm Bawerk on the theory of capital, and his comments 
on this are interesting and suggestive. It may be doubted, however, whether 
he was well-advised simply to reprint his articles in their original form. Criticisms 
written in August 1936 of what he then described as the Cambridge school of 
thought of Robertson and Keynes, and stimulated by the appearance of Keynes’s 
General Theory of Employment Interest and Money, can hardly to-day be of much 
more than purely historical interest.] 


SaRaAcEno (P.). L’Azienda industriale. Milan: Vita e Pensiero, 
1950. 94’. Pp. 298. 13001. 
[To be reviewed.] 





Norwegian. 
OvurEN (T.) and Somme (A.). Trends in Inter-War Trade and 
Shipping. Bergen: J. W. Eides Forlag, 1948. 11’. Pp. viii + 72. 
Kr. 15. 


[An account of the trends of trade in the different continents and on the 
different oceans. ] 


Swedish. 


Eli F. Heckschers bibliografi, 1897-1949. Stockholm : Ekonomisk- 
Historiska Institutet, 1950. 9’. Pp. 122. 


[A list of Prof. Heckscher’s writings, set out alphabetically under the various 
years in which the work appeared.] 


Swiss. 


Pankow (G.). Grundlagen einer internationalen Wirtschafts- 
ordnung. Zurich: Leeman, 1950. 9”. Pp. 72. S. fr. 3. 


[To be reviewed. ] 














1950] RECENT PERIODICALS AND NEW BOOKS 671 


South American. 


Barvow (J.). El Acreditivo Documentado. Buenos Aires: 
Instituto de Economia Bancaria, 1949. 10”. Pp. 262. 


[This study of documentary credits considered from the economic rather than 
the legal aspect was prepared as a doctoral thesis for the Faculty of Economics 
of the University of Buenos Aires.] 


Czechoslovakian. 


Work for all or Unemployment. Prague: Orbis, 1950. 8”. 
Pp. 126. 

[This pamphlet sets out to contrast unemployment in capitalist countries 
(though it concedes that in Great Britain it is a threat rather than a reality) 
with ‘‘ the liquidation of unemployment by peaceful methods ”’ in the U.S.S.R. 
and the satellite countries.] 


Egyptian. 


CHALOM (G.). La Détermination Fiscale des Bénéfices Commerciaux 
et Industriels en Egypte et les Recours Contentieux. Cairo: S.O.P. 
Press, 1949. 10”. Pp. 165. P.T. 40. 


[To be reviewed. ] 


Official. 
British. 
DIRECTORATE OF INDUSTRIAL Statistics. First Census of Manu- 
factures, India, 1946. 2 vols. Government of India: Ministry of 
Industry and Supply, 1949. 93’. Pp. 637. 


[This is the first Census of Manufactures that India has attempted. It clearly 
represents a triumph over great difficulties. A large number of undertakings 
made no returns, or found themselves in great difficulties over them. The 
political troubles before and after partition supervened. It is hoped that the 
experience of this occasion will make subsequent censuses more complete and 
satisfactory. For cotton textiles about 88% of factories mac.e analysable returns ; 
for woollen textiles the figure was under 70%; for tanning it was under 60%; 
for all industries about 80% of returns were obtained. This was despite the 
setting of a lower limit of firms employing twenty workers in a manufacturing 
process using power. The report suggests, however, that most of the failures 
were small firms which contribute little to total output and that the coverage 
is much more than would appear from the percentage of returns. As well as the 
usual figures of gross and net output, numbers of employees, totals of wages and 
other costs, returns were obtained of fixed and working capital employed and of 
depreciation of rates allowed for tax.] 


Monthly Statistics of the Production of Selected Industries of India. 
Delhi: Manager of Publications, 1950. 94’. Pp. 10. 


[A new series of monthly output figures giving production in physical units, 
in relation to 1946 and in relation to installed capacity.] 


Natarasan (B.). An Essay on National Income and 2 
in India. Madras: Economic Adviser to the Government of Madras, 


1949. 8}. Pp. xiv+ 102. Rs. 3. 


[This is a brave, but somewhat crude, attempt to bring up-to-date the estimates 
of the Indian national income in advance of more careful and detailed work which 
is only now starting. The author takes Prof. Rao’s estimates for 1931-32 as a 
point of departure and corrects for changes in volume of production and changes 
in price. On the basis of cultivated area, occupied population, crop yields and 
livestock population he distributes the totals under agriculture, industry and 
services between provinces and gets a provincial income. The broad result is an 
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estimate that while the national income in money terms has risen nearly four 
times, in real terms it has risen less than 1-5% and that income per head is 10% 
lower than in 1938-39.] 


Papers of the Royal Commission on Population. Vol. II. Re- 
ports and Selected Papers of the Statistics Committee. London: 
H.M. Stationery Office, 1950. 93’. Pp. 422. 8s. 


[To be reviewed. ] 


Papers of the Royal Commission on Population. Vol. V. Memo- 
randa presented to the Royal Commission. London: H.M. Stationery 
Office, 1950. 93”. Pp.iv + 120. 3s. 


[To be reviewed.] 


Second Year of Freedom, August 1948—August 1949. New Delhi: 
Publications Department, A.I.C.C., 1950. 9}. Pp. 128. Rs. 3-8-0. 


[A survey, by the Indian National Congress organisation, of the achievements 
of India during the second year of independence. The developments which are 
particularly stressed are the decline of communal tensions and the integration 
of the States into unions. On the other hand, the emergence of a major problem 
of the balance of payments is frankly admitted and its serious nature not under- 
rated. Chapters in the survey deal, amongst other things, with certain budgetary 
problems, relief and rehabilitation, food and agriculture, the zamindari problem, 
rural development, transport, industrialisation and labour conditions. Most 
urgent of all economic problems is to ensure sufficient food supplies for the 
growing population, consistently with a balancing of payments. ] 


BELGIAN. 


Inter-Allied Reparation Agency. Report of the Secretary General 
for the year 1949. Brussels: Inter-Allied Reparation Agency, 1950. 
9)”. Pp. 111. 


[This gives a very full history of German reparations, so far as they concern the 
Western Zones. By the end of its activities the Reparation Agency will probably 
have distributed a little over $500 million (in 1938 dollars)—a tiny fraction of the 
$20 billion about which the Russians talked at Yalta. Of that total nearly 
$300 million represents the external assets of Germany anda little under $50 million 
comes from Germany’s merchant shipping. Under $150 million is represented 
by industrial capital. Of the $413 million distributed to the end of 1949, the 
United Kingdom had received about $84 million—equivalent to about two 
days of the cost of the war to her.] 


Dutcu. 


LisMAN (J. H.C.). Econometrics, Statistics and Thermodynamics. 
The Hague: Netherlands Postal and Telecommunications Services, 
1949. 93”. Pp. 104. 

[To be reviewed. ] 


SwIss. 


Bank for International Settlements. Twentieth Annual Report. 
Basle : Bank for International Settlements, 1950. 12’. Pp. 310. 
[To be reviewed.] 


CZECH. 


Douansky (J.). Three Years of Planning in the Czechoslovak 
People’s Democracy. Translated by F. O. Stein. Prague: Ministry 
of Information and Public Culture, 1949. 8”. Pp. 60. 


[The Report of the Minister-Chairman of the Czech State Planning Office on 
the fulfilment during the first half of 1949 of the official two-year and five-year 
































1950] RECENT PERIODICALS AND NEW BOOKS 673 





plans. Nationalised undertakings now cover 97% of industrial production and 
78% of retail trade. Industrial output is estimated to be over 35% above the 
pre-war level, and agricultural output is about equal to the pre-war level. Foreign 
trade is said to be four times that of 1946, with the U.S.S.R. taking a 40% share.] 


New Family Legislation in Czechoslovakia. Prague: Ministry of 
Information and Public Culture, 1950. 8”. Pp. 45. 


[The text of an act covering all aspects of the marriage contract, rights and 
duties of spouses, divorce and parental responsibilities. It is prefaced by an 
address to the National Assembly by the Minister of Justice setting out its 
objectives, and the economic and social background of it.] 


INTERNATIONAL. 


Draft International Agreement on Tin. March 1950. The 
Hague : International Tin Study Group, 1950. 11”. Pp. 21. 


[A draft agreement of which the objectives are: to prevent unemployment 
due to failure of market forces to balance production and consumption; to 
prevent excessive price fluctuations; to ensure adequate supplies; to promote 
consumption, or failing that to adjust capacity and shift resources out of the 
industry; to maintain and develop natural resources of tin.] 


A Statement on the Position and Prospects of the Tin Industry. 
‘The Hague: International Tin Study Group, 1950. 114’’. Pp. 58. 
7s. 6d. 


[This report by the International Tin Study Group draws attention to the 
increasing emergence of a surplus of tin. World production is near to 170,000 
tons a year; world consumption is about 120,000 tonsa year. If there is strategic 
stock-piling the problems may be solved. But because of uncertainty, there has 
been no confidence in the market and danger of collapse in certain areas.] 


INTERNATIONAL LABOUR OFFICE. 


Action against Unemployment. Geneva: International Labour 
Office (London : Staples Press), 1950. 94’. Pp. 260. 9s. 


[This large-scale survey of measures to prevent the emergence of ages a 
ment in the main follows familiar lines. An introductory section deals with the 
unemployment situation in the four countries which at the time of writing seemed 
to be the possible focal points of unemployment: Belgium, Germany, Italy and 
the U.S.A.] 


Unitep Nations. 


Catalogue of Economic and Social Projects, 1950. Lake Success : 
United Nations (London: H.M. Stationery Office), 1950. 9’. Pp. 
xx +515. 27s. 6d. 


[A list of the projects which are proceeding and the studies that are being made 
by each of the main sections of the United Nations organisation and by its —— 
Agencies. Under each entry is given a brief account of the purpose of the in- 
quiry and the methods adopted.] 


The Economic Development of Latin America and its principal 
problems. Lake Success: United Nations (London: H.M. Stationery 
Office), 1950. 9”. Pp. 59. 3s. 


[This very interesting study of the Economic development of Latin America 
is the work of Prof. Raul Prebisch. It deals, largely on an analytical rather than 
a purely statistical basis, with the problems of the terms of trade and the division 
of the advantages of technical progress between primary producers and manufac- 
turers; the effects on Latin America of high productivity in the United States ; 
the problem of dollar shortage and its repercussions on Latin America; capital 
formation and the inflationary process; the levels of industrialisation; the 
basis of an anti-cyclical policy for Loin America.] 
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Economic Development in Selected Countries. Plans, programmes 
and agencies. Vol. II. Lake Success: United Nations (London : 
H.M. Stationery Office), 1950. 9’. Pp. xiii+ 271. 15s. 

[This volume covers developments in Australia, Bulgaria, Colombia, New 
Zealand, the Philippines, Puerto Rico, Southern Rhodesia and the Union of South 
Africa. The quality of the material differs somewhat from country to country, 
but is in the main concerned with organisation and administrative machinery and 
there is little attempt to assess realistically the actual progress being made.]} 


Economic Survey of Europe in 1949. Prepared by the Research 
and Planning Division, Economic Commission for Europe. Geneva : 
United Nations (London: H.M. Stationery Office), 1950. 11”. Pp. 
xv + 297. 15s. 

[To be reviewed.] 


European Engineering Industry. Availability of Products for 
Export. Geneva: United Nations, Economic Commission for Europe, 
1950. 11”. 


[A roneoed analysis of delivery dates of engineering products from different 
European countries. It adds less than might be expected to knowledge. The 
three categories—under three months, three to six months, considerable delay— 
are necessarily crude. Most countries are in the same category for any product, 
and slow deliveries are those which are well-known to most observers. But there 
= v% many types of capital goods of which delivery is said to be reasonably 
short. 


Liberating World Trade. Second report on the operation of the 
general agreement on tariffs and trade. United Nations: Interim 
Commission for the International Trade Organization, 1950. 9}”’. 
Pp. 29. Is. 9d. 


[This pamphlet, prepared by the Secretariat of the Interim Commission of the 
International Trade Organisation, describes the progress made in tariff reduction 
and the further negotiations that will take place at Torquay, beginning in Sep- 
tember 1950. Great emphasis is placed on the renewal of quantitative restric- 
tions, and in a concluding paragraph it is argued that, when they can be relaxed, 
more will be lost ‘‘ by an excessive timidity in scrapping controls than by a 
policy of calculated boldness in measures of liberation.”’ | 


National Income Statistics of Various Countries, 1938-1948. 
Lake Success: Statistical Office of the United Nations (London : 
H.M. Stationery Office), 1950. 11’. Pp. 249. 17s. 6d. 


[This very useful new book of reference presents the national income statistics 
of thirty-two countries with sufficient notes and comments to make it possible to 
judge when like is being compared with like. It is prefaced by an introduction 
which discusses in considerable detail the conceptual and other problems involved. 
A chapter adjusts the published figures for each country, so far as practicable, 
on to an internationally comparable basis.] 


Non-self-governing Territories. Summaries and analyses of in- 
formation transmitted to the Secretary-General during 1949. Vol. I. 
Lake Success: United Nations (London: H.M. Stationery Office), 
1950. 9”. Pp. 254. 15s. 


[This volume contains a general survey, with comparative figures for different 
territories, of the progress of Colonial and other non-self-governing territories. 
Progress has on the whole been considerable, but in a number of cases earlier 
estimates have proved optimistic and large investment has proved to be necessary 
in basic services, health and education, transport, irrigation and water supply, 
and research. The report quotes with approval a sentence from the U.K. sub- 
mission to O.E.E.C., which in referring to estimates of the possible increases of 
imports from dependent Overseas Territories stated that ‘‘ It would be inconsistent 
with Trusteeship, and would, moreover, be economically impracticable, to 
subordinate progress in those fields fundamental to the healthy development 
of the native communities to a breakneck increase in food and raw-material 
production wholly designed for export,”’] 
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